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EDITORIAL COMMENT 


An Easy Way 


RITING to the New York Times, 
Charles J. Nasmyth suggested a 
plan for buying railroads and all 

public service and utility corporations 
paying for them by the issue of sufficient 
money by the Government. The cur- 
rency so issued to be earmarked for 
redemption out of the earnings of the 
properties acquired. Several advan- 
tages, in addition to Government owner- 
ship, are claimed for the plan. Not the 
least of these benefits “would be the 
putting of billions of dollars into gen- 
eral circulation, of which~ at present 
there is such a dearth.” But the great- 
est advantage, according to the writer 
of the letter, is that “the Government 
would eventually have acquired all 
these valuable properties without prac- 
tically the actual expenditure of a 
dollar.” 

To get something for nothing is an 
all too common ambition, but this plan 
would make it possible, apparently, to 
get everything on the same terms. For 
if you can buy the railroads and the util- 
ities without the expenditure of a dol- 
lar, you can buy all the farms, factories 
and business establishments by the 
same easy process. 

But, as usual, there is a fly in the 
ointment. If out of the earnings suffi- 
cient funds are to be set aside to re- 
deem the currency issued in payment 
for the properties acquired, it will cost 
something after all. 

One who has traveled much in those 
countries where the railways are state- 
owned may be pardoned for receiving 
with skepticism any plan for turning 
our railroads over to the Government. 

The letter in question is but another 
manifestation of the mistaken belief 
that there is an easy way to prosperity 
through the emission of billions in Gov- 
ernment currency. Are those making 


to Prosperity 


such proposals lacking information of 
the sad results wherever this expedient 
has been tried? 

Today the President of the United 
States has authority from Congress to 
issue greenbacks to the amount of 
$3,000,000,000, an authority which the 
President thus far has shown no dis- 
position to use; but its mere existence 
constitutes a grave menace to the sound- 
ness of our entire financial and eco- 
nomic system. It should be repealed. 


© 


LIBERALIZING BANK LOANS 
AN appeal has been made to the banks 


of the country for a more liberal 
lending policy, in codperation with 
the Reconstruction Finance Corpora- 
tion, the appeal being made by Jesse 
H. Jones, chairman of that organiza- 
tion. 

Whether the banks do not make loans 
in all cases where they can do so with 
reasonable expectation of safety, is a 
debatable question, bankers generally 
claiming that they are not refusing 
loans of this character. But it may be 
that with the codperation of the Recon- 
struction Finance Corporation the banks 
will feel justified in extending credits 
not warranted without such assistance. 

The reply to charges of credit re- 
striction, as made by the banks, is that 
the initiative comes from the borrowers. 
If these do not see opportunities for 
profitable employment of credit, they 
simply do not ask for it. But there 
are, in these times, demands for credit 
of a different class. They may be 
called distress demands. And while a 
bank may not go very far in meeting 
them, they may go farther with the co- 
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operation of the Reconstruction Finance 
Corporation. 

In a letter to the New York Herald 
Tribune, N. D. Alling, a former bank 
officer, contends that the cause of the 
continuing depression is lack of assist- 
ance to the small business man by the 
banks. 

Both Mr. Jones and Mr. Alling de- 
plore the tendency of bank examiners 
to scrutinize too closely loans that may 
be “slow” though ultimately “good.” 
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INDEPENDENCE IN BANKING 


T a recent meeting in New York to 

commemorate the seventy-fifth an- 
niversary of the National Banking Sys- 
tem, Thomas R. Dwyer, executive vice- 
president of the Liberty Bank of 
Buffalo, expressed the view that banks 
had lost at least some of their inde- 
pendence. He said, in part: 


I believe our job in banking is only be- 
ginning and that the coming years will 
present new and even greater problems 
than we have had in the past. 

Due to a number of reasons, the Govern- 
ment today has penetrated into the bank- 
ing business to such an extent that it will 
be a good many years, if ever, before the 
banking business can regain its independ- 
ence. I am still hopeful that we will be 
able to preserve our democratic institutions, 
and among them a banking system of pri- 
vate ownership. Let us dedicate ourselves 
to this objective and coéperate and assist 
one another in achieving it. 


it is true that banking in this coun- 
try is hedged about with numerous re- 
strictions, and these seem to increase 
with the passing of time. This is an 
old story, and probably nothing need 
be added to what has been said on the 
subject. But the penetration of govern- 
ment into the banking business is some- 
thing of recent origin. Not many years 
ago there was a demand “to take the 
Government out of the banking busi- 
ness.” At that time the Government 
was not really in the banking business, 
and all that the demand meant was 
that the Treasury should cease its prac- 
tice of pouring cash into the banks 
during a time of actual or threatened 
stringency. 

Today the case is far different. The 
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Government, through its numerous 
agencies, is actively competing with the 
banks. Much of the money supplied 
for this competition comes from the 
banks themselves. They buy Treasury 
obligations, and with the funds thus 
obtained the Reconstruction Finance 
Corporation and several other agencies 
make loans to industry and trade. 

The explanation for this state of af- 
fairs is simple enough. It merely means 
that the banks do not consider these 
loans as being such as they should 
make. So the banks content themselves 
with the lower return on Government 
obligations than they might receive by 
making the loans, consoling themselves 
with the absence of risk which the Gov- 
ernment assumes. 

Besides this growing competition 
with the banks as above indicated, there 
are many corporations making loans 
which in the aggregate reach to very 
large proportions. Some of these loans 
—perhaps most of them—are such as 
the banks could not properly handle, 
although a good many of them consti- 
tute a proper field for banking enter- 
prise. 

The subject of banking competition 
from all these sources is a proper mat- 
ter for banking research. 


.O) 


LIBERAL EXPENDITURES 
PROPOSED 


(ouLbD all of us be made rich by 

huge issues of “money,” the out- 
look for universal prosperity would be 
considerably brighter than it is at 
present. One bill introduced in Con- 
gress provides for the issue of $65,000,- 
000,000 “‘for the purpose of furnishing 
employment and ending poverty.” 
Should this measure be enacted, it 
would furnish employment to those en- 
gaged in printing the “money,” for the 
demand for it would be so great to 
meet the increased cost of goods, that 
it would be almost impossible to print 
it fast enough. And while it would 
not end poverty, it would end the 
credulity of those who believe that this 
desirable end can be attained by print- 
ing “money.” 

But there are other schemes afoot be- 
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In SERVING others 
well we best serve ourselves 
—a sound business maxim 
for any bank. We maintain 
for the use and benefit of our 
correspondents quite as much 
as for our own purposes: 


® A Credit Department which spe- 
cializes in assembling accurate 
credit data. 


® A Foreign Department of long ex- 
perience equipped to handle all types 
of foreign exchange. 


“= An Investment Advisory Depart- 
ment prepared to give dependable 
information on securities owned 
or offered. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS ... . . . $30,000,000 


Member of Federal Deposit Insurance Corporation 
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sides those of the outright inflationists 
that need watching. One of these is a 
proposal to build a number of national 
highways, at an estimated outlay of 
$8,000,000,000. With the great im- 
provement in road-building in recent 
years, the necessity for any such exten- 
sion as that proposed does not appear. 
Furthermore, as these national high- 
ways are to charge tolls, they would 
further impair the condition of the rail- 
ways, which is none too favorable now. 

Making work, either by printing 
“money” or by engaging in schemes in- 
volving large public expenditures, con- 
stitutes a sorry exhibition of the popu- 
lar mind. It is especially disquieting 
when enterprises of this sort receive en- 
couragement from Congress or other 
official circles. 


PARTIAL DESTERILIZATION OF 
GOLD 


RECENTLY announcement was made 

by the Treasury that gold acquired 
by the mints and assay offices will be 
included in the sterilized gold fund 
only to the extent of amounts above 
$100,000,000 in any one quarter, and 
this policy was made retroactive as to 
$30,000,000, approximately, which was 
sterilized since the beginning of the 
year. 

It is evident that this change in the 
policy of sterilizing gold had for its 
objective the making available of the 
released gold for bank reserves, and 
that it is intended as a reflationary 
gesture. As excess bank reserves were 
at the time about $1,400,000,000, the 
actual effect of this change in policy 
cannot be very great, although its 
psychological influence may not be in- 
considerable. Since gold is not now 
being acquired to anything like the ex- 
tent as was the case some time ago, it 
does not seem likely that newly-acquired 
gold will exceed the amount of $100,- 
000,000 quarterly, and thus it will be 
available as bank reserves. 

From the figures given above, it is 
plain that whatever restrictions on lend- 
ing may now actuate banking policies, 
lack of reserves is not the reason for 
such restriction. 

Our huge accumulations of gold in 
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recent years have been due to two 
causes: the distrust existing in several 
foreign countries, and the increase in 
the American price of the metal. The 
first of these causes was beyond our 
control, but the second was not. As a 
result of the enhanced price of gold, 
we got so much we did not know what 
to do with it, except lock it up—or 
sterilize it according to financial jargon. 


® 


THE CANADIAN BANKING SYSTEM 
AMERICAN students of banking will 


find especial interest in a recent 
book bearing the above title, its author 
being James Holladay, Ph.D., professor 
of economics in the University of Ala- 
bama. 


There are at least three important 
respects in which banking in Canada 
differs from that prevailing in this 
country—the limited number of the Do- 
minion banks, with numerous branches, 
prohibition of lending on real estate, 
and the system of note issues. 


Our Canadian neighbors can point 
with no small degree of pride to the 
fact that in a period when banks were 
failing by the hundreds in the United 
States, no bank failed in Canada. While 
the strong features of the Canadian 
banking system largely explains this 
immunity from bank failures, it does 
not constitute the entire explanation. 
Banking derives its strength not alone 
from the principles on which it is 
founded and the methods of operation, 
but also from the character and tradi- 
tions of the people who deal with the 
banks, and more particularly from the 
record of production and trade. To say 
this is not to reflect on our own people 
nor unduly to praise those of Canada. 

It is a familiar saying that the United 
States rejected the banking ideas of 
Alexander Hamilton, while Canada 
adopted them. Since, as “Dogberry” 
justly observed, “comparisons are odor- 
ous,” none will be attempted between 
the banking systems of the United 
States and Canada. Many such com- 
parisons have been made in the past, 
with no change in the situation, each 
country clinging to its own system. 
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The restriction on real estate loans 
(Sec. 75 of the Bank Act) is as follows: 

“Except as authorized by this act, the 
bank shall not either directly or in- 
directly lend money or make advances 
upon the security, mortgage or other 
hypothecation of any lands, tenements 
or immovable property, or of any ships 
or other vessels.” 

But the banks have the right to take 
a mortgage on real estate as additional 
security for debts previously contracted. 
Should there be evidence that, at the 
time of making the loan, there was an 
understanding that it would be subse- 
quently secured by a mortgage, such se- 
curity would be invalid. The author 
states that the banks have observed the 
spirit of the law in this respect. Ca- 
nadian banks may legally lend on the 
security of a mortgage on timber or on 
the license to cut and remove it. 


The chapter relating to bank notes 
will be found especially instructive. 
For many years the note system of the 
Canadian banks was used as the best 
example of the practical workings of 
such a plan for issuing currency, and 
the account of the system given in this 
chapter sustains the validity of the ex- 
ample. But, with the establishment of 
the Bank of Canada, a new plan was 
put into operation. Notes of the char- 
tered banks were to be reduced by 5 
per cent. annually for five years, dating 
from January 1, 1936, and by 10 per 
cent. for an additional five years, and 
thereafter until Parliament enacts fur- 
ther legislation, the circulation may not 
exceed 25 per cent. of the bank’s un- 
impaired paid-up capital. 

All the main features of the banking 
system of Canada are amply and ably 
dealt with in this interesting volume. 


© 


BANKERS UNITE FOR CHARITY 
BANK and trust company officials to 


the number of seventy-seven have 
joined with other citizens of New York 
City in sponsoring a program for the 
financing and coordination of more 
than 800 private health and welfare 
agencies. The new organization is 
called the Greater New York Fund, In- 
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corporated, and its president is James 
G. Blaine, president of the Marine 
Midland Trust Company of New York. 
In outlining the aims of the organiza- 
tion, Mr. Blaine said: 


It is not enough today for a man to de- 
vote himself entirely to business. He should 
give part of his daily life to public service 
in some form. And I know no field which 
offers greater opportunity of usefulness 
than that of welfare and health work. 

It is a great privilege to serve others 
whom fate has decreed to be less fortunate. 
Let me add that the satisfaction which 
comes from within for being helpful unto 
others is a reward so great that it is im- 
measurable in value. 


While this union for charitable effort 
is local, its significance is wide, for it 
represents a practicable means of bring- 
ing together a number of charitable so- 
cieties all with substantially the same 
object—the lessening of human suffer- 
ing. The diversity in the composition 
of these various organizations, and 
their willingness to join in a united ef- 
fort for relief is a most hopeful sign 
in these times of strife and dissension. 
The example they have set is one worthy 
of imitation in other circles. 

It is particularly gratifying that this 
movement has the active codperation of 
so many of New York’s leading bank- 
ers, illustrating what is sometimes for- 
goiten, that the banker is alive to the 
needs of the suffering, and is not un- 
mindful of his duties as a citizen. 
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BANK HOLDING COMPANY BILL 


HERE was introduced into the Sen- 

ate on March 2 what is known as 
the Glass-McAdoo Bank Holding Com- 
pany Bill. Turning to some of the pro- 
visions of this complex measure, it is 
found that “control” as used in the bill 
“means the legal or equitable owner- 
ship or holding of more than 10 per 
centum of the total number or par value 
of the outstanding shares of capital 
stock or total number of voting rights 
for electing directors, or the domina- 
tion, directly or indirectly, in any man- 
ner of the election of a majority of the 
directors of an insured bank or any 
other company. and wherever used in 
this act, the word ‘control’ in any 
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grammatical form shall have this mean- 
e 2” 
ing. 

And “holding company” “of any in- 
sured bank means any company which 
controls the insured bank or controls 
any other company which in turn con- 
trols the insured bank, and every com- 
pany in any series or succession of com- 
panies in any system of controlling and 
controlled companies, in which any 
company or combination of companies 
control the insured bank.” 

Section III provides that “it shall 
be unlawful for any company to acquire 
any capital stock, or voting rights for 
electing directors, of any insured bank 
or of any holding company of any in- 
sured bank, if such company is or upon 
such acquisition would become a hold- 
ing company of any insured bank.” 
But application may be made for ex- 
emption from this provision by com- 
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panies that are only incidentally hold- 
ing companies “and to be primarily en- 
gaged in business other than holding 
the stock of or managing or controlling 
banks, banking associations, savings 
banks or trust companies, or to be only 
incidentally or temporarily an affiliate 
of an insured bank.” 

Knowingly violating any of the pro- 
visions of the act will subject the of- 
fender either to fine or imprisonment, 
or both. 

It is said that the bill, if enacted, 
may have effects not clearly foreseen 
by its authors—something frequently 
happening to legislation of various 
kinds. 

The bill, apparently, contemplates 
the gradual extinction of bank holding 
companies. Is their place to be taken 
by the independent unit banks, or ul- 
timately by branch banks? 


HOME BUILDING IN 1938 


Home building may set the pace for 
the anticipated upswing in business ac- 
tivity in the New Year, according to 
President L. M. Giannini of the Bank 
of America. 

He believes that conditions for home 
construction on the Pacific Coast are 
ideal under present F.H.A. arrange- 
ments, and that prospective home build- 
ers have nothing to gain by waiting in- 
definitely for enactment of the proposed 
new housing program. 


“This new program,” said Mr. Gian- 
nini recently, “is designed to aid poorly 
situated industrial workers in crowded 
centers of the East. The present ar- 
rangement is exactly suited to the needs 
of our own Far West.” 


He declared that finances for home 
construction were never so available as 
now, and that this modern type of 
financing had joined with today’s more 
efficient construction methods and lower 
priced land in actually reducing the 
cost of building. He pointed out defi- 
nite advantages to prospective home 


owners in undertaking construction at 
once. 

“Prices of well located property,” 
he asserted, “certainly will not decline 
after the contemplated rush gets under 
way. In addition, contractors have 
their best workmen available now. 
Skilled, experienced mechanics do bet- 
ter work in less time, but to meet the 
demands of the so-called ‘booms,’ work- 
men of lesser skill have to be drafted.” 
He also commented on figures quoted 
by the building materials industry to 
support claims that most supplies are 
lower in cost than during the 1926-29 
period, and pointed to the increased 
use of portable machinery on construc- 
tion jobs. These are conditions, he 
maintained, which operate to keep down 
costs and make the present season the 
ideal one to launch a building program. 

The financial leader asserted that by 
building his contemplated new home 
now the prospective owner saves time 
and money, helps his community, aids 
in the stimulation of business and em- 
ployment, and thus advances his own 
security and opportunities. 
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Service charges in Great Britain 


By Harry W. Mayer 


HE marked growth and _ prom- 

inence of American service charges 

in recent years has quite naturally 
resulted in the focusing of attention 
upon bank charges in Great Britain, 
where their interesting history may be 
traced back for several centuries. De- 
spite the antiquity of their origin which 
has not been definitely determined, they 
appear to have come into existence 
about 1640 when London goldsmiths 
began to accept gold from its owners 
for safekeeping, and made a small 
monthly charge for the service. This 
practice was already being extensively 
followed in Holland and elsewhere on 
the Continent, and is generally regarded 
as the beginning of service charges. It 
also marks the inception of modern 
banking, as shrewd goldsmiths began 


the very profitable business of making 
loans against the balances of deposits 
remaining with them. 

In Great Britain banking is highly 
organized, also extremely conservative, 


and quite unlike the situation in 
America. Hence a discussion of service 
charges naturally will assume a cog- 
nizance of the fundamental differences 
between the banking structure and prac- 
tices of British and American banks. 
The fact is that checks are not as widely 
in use as in America. A revenue stamp is 
required on every check, and post offices 
compete for many banking services, 
greatly restricting the utilization of 
checking accounts. Moreover, they 
have not thrown their portals wide 
open and invited everyone in to open 
checking accounts as is done in this 
country; nor do they have systems of 
service charges with elaborate schedules 
as we know them, although the matter 
of more general bank charges has been 
given serious consideration. 

The banks in Great Britain are 
branch banks, looking for the bulk of 
their profits in the current and deposit 
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account business, with loans and over- 
drafts as the most likely source of in- 
come. The current account corresponds 
to the American checking account, and 
the deposit account to the American 
time deposit. The fact is, bank charges 
are really a matter of individual cus- 


There is little if any uniform- 
ity in the imposition of service 
charges by British banks. How- 
ever, British bankers are facing 
the same problems as American 
banks with low interest rates and 
diminishing revenue. The author 
of this article is assistant cashier 
of the First National Bank of 
Hegins, Penn., and has been 
making a careful study of service 
charges not only in this country 
but abroad. 


tomer study, the main factor being the 
amount of the turnover on the account. 
They vary considerably between bank 
and bank; there are a number of 
methods for arranging such charges; 
and on the whole, they are quite de- 
pendent on the nature and quality of 
the particular account. In charging 
an account, which is generally the duty 
of the branch manager, the first con- 
siderations are: What is it worth; and 
what does it cost to maintain it? These 
considerations differ very materially 
among banks since nothing in the na- 
ture of an agreed schedule of charges 
is in force, and in any one bank 
charges often vary in accordance with 
the class of accounts kept by the cus- 
tomer concerned. No published details 
exist of either probable profits or prob- 
able costs, and in both cases little value 
would accrue in compiling them as they 
necessarily differ from year to year. 
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On many current accounts, particu- 
larly those of commercial firms or in- 
dustrial concerns, no interest is allowed 
upon credit balances. This may be 
varied if a large credit balance is main- 
tained and the account does not involve 
any undue amount of work and ex- 
pense, in which case the bank may allow 
interest upon the credit balance in 
excess of a given figure. An average 
individual account has perhaps forty or 
fifty checks debited annually. Through- 
out the provinces (in branches outside 
London) interest is more frequently 
allowed than in London itself. The 
rate of interest allowed is known as 
the bankers’ discount rate and is 
usually 114 per cent. below the Bank 
of England rate of discount. It is thus 
as present 14 of 1 per cent. per annum. 


Analysis of accounts has not received 
as much attention as in America, al- 
though the marked decrease in bank 
earnings recently has lent impetus to 
great efforts in that respect. Close 
scrutiny of bank costs has revealed that 
many services are being handled at 
a loss, and there exists a strong opinion 
that the matter cannot long be disre- 
garded. Attempts have actually been 
made to assess accurately the cost of 
carrying a banking account, with con- 
sideration being given to making a 
charge of approximately 10 to 12 cents 
for each check drawn, and while several 
banks undoubtedly base their charges 
on the number of checks paid, the plan 
is not considered practicably workable. 
This is due to the conservatism of 
British banking, which requires consid- 
erable effort to make even small 
changes in procedure. Consequently, 
from the American point of view, British 
bank charges are still assessed on a 
rather rough and ready basis, on a 
variation of one of the main methods 
in use. Branch managers carefully 
consider every aspect in endeavoring to 
assess their accounts, and charge com- 
mission accordingly. Obviously little 
uniformity results, but if a branch 
manager bears in mind that he must be 
able to justify a charge, then the system 
works smoothly enough. The truth is 
that Great Britain is a _ bargaining 
country, and every important customer 
bargains with his bank for separate 
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treatment; hence it is almost impossible 
to have uniform treatment for all cus- 
tomers. 

As an example of bank charge prac- 
tices, it is the custom in various parts 
of Great Britain to allow interest on 
current account and to charge, say 1-8 
per cent. on the annual turnover on the 
account, whether overdrawn or in 
credit. For example, assuming that the 
total withdrawals by check during a 
twelve months period amount to $8,000, 
then the charge would be $10. On the 
other hand, if the account had a bal- 
ance of $8,000, and no withdrawals 
during the year, then no commission 
would be charged, even if interest would 
be allowed. Annual turnover, there- 
fore, is taken as the total of the with- 
drawals for the year. This practice 
applies more in the North part than in 
the South where the usual method is to 
make a charge of so much for every 
page of ledger used in handling the 
account. The account costs may be 
$7 to $8 (or more according to the bank 
concerned) a page per annum in labor 
and material. However, if the balance 
averages about $500 on which the bank 
makes, say $10, then if two pages are 
used per annum a charge of $5 commis- 
sion or more is made. Where this 
method is in effect, it is not customary 
to allow interest, but at times the two 
methods are combined and interest may 
be allowed on the minimum monthly 
balance, or on the daily cleared balance 
in excess of a figure sufficient to remu- 
nerate the bank for the work involved. 
Schedules of charges are not published, 
nor would they be of much value if 
available, since banks naturally take 
into consideration the whole of a cus- 
tomer’s account, either personal or 
through companies in which he may be 
interested or in any other way. 

The “Big Five,” Midland, Barclays, 
Lloyds, National Provincial and West- 
minster banks, which between them op- 
erate approximately 9,000 branches 
throughout the country, have in opera- 
tion a system under which they allow 
no interest on a credit balance, and 
make no charge providing a credit bal- 
ance of $2,500 to $5,000 is maintained. 
On other accounts they may allow a 
small interest rate, at the present time 
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Old Republic 


Credit Lite Insurance 
Company 


has pioneered in adapting Crevit LiFe 
INSURANCE #0 the needs of commercial 
banks with Personat Loan Departments. 
Its simple, practical plan gives banks 
LOO% coverage on unpaid balances in 
the event of the death of the borrowers, 


without expense to the banks. 
* 


Commercial banks with Personal Loan Departments or 
contemplating entering the Personal Loan feld, are invited 
to consult with us. Our broad experience in serving banks 
and Personal Loan companies will be gladly placed at their 


disposal without cost or obligation to them. 


Old Republic 
Credit Life Insurance Company 


309 West Jackson Boulevard + Chicago 
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14 per cent. to 14 per cent. and charge 
commission, varying from 1-40 per cent. 
to 1-8 per cent. on turnover. The size 
of the account and the turnover volume 
being the main factors. On small in- 
dividual accounts having a turnover of 
only $1,000 annually, the service charge 
may be fixed at approximately 6 cents 
per entry. The remaining banks, largely 
operating in the North of England, work 
on the basis of a commission charge of 
1-8 per cent. and interest is allowed on 
credit balances of generally 4 per 
cent. to 1% per cent. When the turn- 
over is in excess of, say $100,000, then 
the commission may be reduced to 1-20 
per cent. In case of accounts which 
are overdrawn, the practice varies. For 
some accounts the reduced rate will be 
sanctioned; for others the regular rate 
will still operate, depending on the 
standing of the customer. Profit made 
from loans or overdrafts is taken into 
consideration when assessing account 
charges, but this again naturally varies 
according to loan and overdraft condi- 
tions. Charges are applied quarterly in 
some banks; semi-annually in others. 
Overdrafts are not frowned upon and 
will be granted, providing the security 


pledged is of the highest grade and 
covers the advance with a margin in 


reserve. On accounts which are main- 
tained in overdraft, which is much more 
common than in America, a rate of in- 
terest fixed in accordance with the stand- 
ing of the customer and bearing some 
relation to the Bank of England rate is 
charged. At the present time this may be 
anything from 2 per cent. up to 5 per 
cent. per annum. The rate fixed may in 
some cases fluctuate with the Bank of 
England rate, in which event it is cus- 
tomary to fix a minimum rate of in- 
terest. For instance, a fair rate of 
interest on a moderately active com- 
mercial account might be fixed at %4 
per cent. over the Bank of England rate 
with a minimum of 3 per cent. 


On fixed loans for definite periods 
the rate of interest varies with the 
standing of the customer and type of 
collateral lodged. For example, com- 
mercial loans against readily market- 
able stock exchange collateral will 
command as a rule a more favorable 
rate of interest than those secured by 
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marketable produce. Loans against 
real estate may be expected to bring a 
higher rate of interest than either of the 
foregoing. 

British banks as a rule make no 
charge for the care of their customers’ 
securities. On the other hand, they 
frequently give receipts in which they 
disclaim any responsibility arising out 
of the fact that they have accepted 
securities from their customers for cus- 
tody. A small charge may be levied for 
the collection of foreign coupons, but 
on domestic coupons no charge is 
made. One fact should be borne in 
mind. The majority of customers’ 
securities are represented by certificates 
of stock registered in the name of the 
customer, or for shares of limited com- 
panies registered in the customer’s 
name. In these cases checks for divi- 
dends are sent direct to the registered 
customer by post, or else on receipt of 
dividend orders, the check may be di- 
rected to the bank for his account. 

Checks on England and Wales are 
collected for customers free of charge, 
but, if they are drawn on points out- 
side London credit is not given until 
the third day after they are paid in. 
Checks on Scotland and Ireland are 
subject to a collection charge of 1-40th 
to 1-20th per cent., but here again in 
the case of important customers keep- 
ing large balances, such checks MAY be 
collected without charge by the bank. 
On bills payable in various parts of 
the country a small collecting commis- 
sion may or may not be charged, but 
on foreign collections a charge which 
may be anything from 4% per mille 
(1000) to 44 per cent. is levied; and 
if the bill is of a very small amount, 
there will be a minimum charge and 
possibly a charge for postage. 

Where banks grant their own accept- 
ance for their customer’s account, under 
commercial credits arranged on their 
behalf, commission varies according to 
the length of the bill accepted and the 
standing of the customer. This commis- 
sion may be as low as 1 per cent. per 
annum (14 per cent. per three months 
bill) or as high as 2 per cent to 2%4 
per cent. per annum. 

On travellers’ letters of credit the 
usual charge is about 14 per cent., but 
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in case of important customers this is 
sometimes reduced or waived. 

A number of supplementary services 
are rendered without charge or for a 
nominal sum, principally consisting of 
the custody of valuables, purchase and 
sale of securities, payment of standing 
orders for subscriptions, insurances, 
rents and hire transactions, and similar 
services. In case of securities bought 
or sold, however, the customer pays the 
usual stock exchange commission, but 
the bank only pays half the regular 
commission, thus resulting in a consid- 
erable profit to the bank. 

A comparatively recent development 
is that an agreement has been reached 
among the British banks wherein pay- 
ments for the credit of an account with 
any office of any bank will be received 
and transmitted to any banking office 
of the provincial banks in the country. 
This is a reciprocal service rendered 
free of charge, the value derived from 
such credits being the actual date of 
receipt of advice of the credit at the 
banking office where the account is kept. 

British banks really have little in 
the way of fixed and uniform rules or 
schedules covering banking services 
rendered. In very many cases charges 
are based on the merits of the account 
concerned, and frequently services are 
rendered for comparatively no renum- 
eration because of the otherwise profit- 
able character of the account main- 
tained by the customer. 


Whether the considerable drop in 
bank profits in recent years will result 
in an upward revision of commission 
rates and charges, or a trend toward the 
American conception of bank service 
charges based upon accurate analysis 
and embodying actual cost plus a rea- 
sonable profit for every service ren- 
dered, remains to be seen. The fact is 
that England, like America, is experi- 
encing a period of cheap money rates 
and a number of special problems face 
the banker. Among these are the need 
for scientific rules in place of the per- 
sonal element, a more accurate knowl- 
edge of costs, greater uniformity of 
methods, and a_ system of service 
charges under which every customer 
will be treated alike. Progress is being 
made and a better system is assured. 
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A. B. A. AGAINST “ABSENTEE 
OWNERSHIP” 


THe American Bankers Association 
has always been committed to the 
maintenance of the independent unit 
bank and the dual banking system. 
The unit bank and the dual system are 
part of the economic fibre of the coun- 
try. Under them banking has been re- 
sponsive to the needs of American com- 
munity life. With them this continent 


was conquered and the American agri- 
system was 


cultural and _ industrial 


built. 

The American Bankers Association 
has never believed in absentee owner- 
ship in the banking system. It believes 
that the banks in the various communi- 
ties should be directly responsible to 
the people in those communities in the 
conduct of their affairs—Orval W. 
Adams, President, American Bankers 


Association. 
© 


THE WORLD WE LIVE IN 


THE world we live in faces today the 
danger that what is called international 
law may come to mean no more than 
the limit of the conscience of the 
strongest. It was remarked by a his- 
torian that, in the period before the 
Great War, nothing could be more re- 
markable than the contrast between the 
text-books of war and the text-books of 
preventive medicine or public health 
published at the same time, composed 
by men of equal ability and men of 
equal good-will toward the societies 
in which they lived and moved; the 
contrast between the intricacies and 
interrelated activities of European 
finance, and the tariff walls separating 
the states of Europe; the contrast be- 
tween the high civilization, the law and 
order, the pity, tolerance and charity 
within the capital cities of Europe and 
the ring of forts with which each city 
was surrounded; the assumptions of 
daily life, and the fires smouldering be- 
neath the surface. 

So it was, and with but little change, 
so it is again. But the struggle of man 
to take his destiny consciously and in- 
telligently in hand goes on nevertheless. 
We should all be fighters in that cause. 
—Sir Willmott Lewis. 
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Distribution of bank loans 


Detailed classification would be desirable in 
formulating credit policies . . . . 


By RupotpH L. WEISSMAN 


ESPITE the wealth of statistical 
data now available concerning 
banking and credit conditions, we 

have no comprehensive statistics as to 
the distribution of bank loans among 
the various important economic activ- 
ities in the United States. Only loans 
to brokers and dealers in securities; 
loans on securities to others (except 
banks) and real estate loans are clas- 
sified in the weekly reports of member 
banks of the Federal Reserve System in 
101 leading cities, and similar statistics 
are compiled quarterly for all member 
banks. 

A more detailed classification would 
be valuable for comparative purposes 
if the data were published at regular 
intervals. From such figures collec- 
tively, significant conclusions might be 
drawn. 

That a number of institutions, both 
here and abroad, have thought the dis- 
tribution of loans a matter of interest 
is shown by the publication of this 
information from time to time. A be- 
ginning has been made by a few banks 
in the classification of their investment 
portfolio in their published statements. 
The famous report of the Committee on 
Finance and Industry, submitted in 


1931 to the English Treasury, and 
popularly known as the MacMillan Re- 
port (from the name of its chairman, 
Lord MacMillan), referred to the de- 
sirability of having information as to 
the classification of bank loans. The 
committee observed that the available 
data were incomplete; that classification 


The author of this article urges 
the desirability of compiling de- 
tailed statistics on the distribu- 
tion of bank loans among the vari- 
ous activities in the United 
States. While realizing the diffi- 
culties, he believes that such 
information would lead to signifi- 
cant conclusions. 


according to the different groups of cus- 
tomers had not been made regularly, or 
on a uniform basis, or as comprehen- 
sive as it might be. It recommended 
that the banks should be invited to pre- 
pare at annual intervals, or quarterly 
if that proved practicable, a classifica- 
tion on some such broad lines as fol- 
lows: 


TABLE I 
ApvANCEs oF Lonpon CLEARING Banxs 


Textiles (cotton, wool, silk, linen and jute) 
Heavy industries (iron, steel, engineering and shipbuilding) 


Agriculture and shipping 

Mining and quarrying (including coal) 
Food, drink and _ tobacco 

Leather, rubber and chemicals 


Shipping and transport (including railways) 


Building trades 
Miscellaneous trades (including rctail) 


Local government authorities and public utilities 


Amusements, clubs, churches, etc. 
Financial (including banks, etc.) 


288 


£81,632,371 
62,962,675 
68,630,471 
30,003,440 
63,177,889 
21,969,950 
25,176,565 
47,824,549 
146,496,288 
52,384,672 
26,502,720 


THE BANKERS MAGAZINE for April, 1938 





TABLE II 


Textite INnpvustrRiEs 


Textile industries 


Per cent. of 
Total Advances 


The cotton and wool industries were said to receive about equal pro- 
portions; silk and other textiles account for only a very small part. 


Building and land 
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This was stated to include temporary advances for investment in 
houses and land, and for the purchase or construction of houses for 


the buyer’s own occupation. 


The larger part was said to be lent 


direct to builders, contractors, brickmakers and others, and for this 
reason these advances are extremely liquid, since they are repaid on 


fulfillment of the contract or sale of the building. 


Advances to 


private persons for investment in houses are granted during the 


arrangement of the mortgage. 


Iron, steel, shipbuilders, metal manufactorers, engineers, machinists 


Agriculture 


Some of this total was said to be lent for the purchase of farms, but 
most of it was stated to consist of temporary advances for ordinary 


farming operations 
Food, drink and tobacco 
L eather, rubber and chemicals 


Miscellaneous trades; newspapers and paper manufacturers 


Shipping and transport 
Coal 

Total—Basic industries 
Wholesale and retail traders 


To the distributive traders there were stated to be over 31,000 ‘loans, 
each loan averaging only £330, and over 40 per cent. of the total 
loans under this heading were said to be lent to retailers with single 


shops 


Professional and private advances together with loans on trust accounts 
Social authorities, gas, electricity, water and other public utility companies 


Entertainment companies, clubs, 


hospitals and schools 


societies and associations, 


churches, 


Insurance companies and brokers, finance houses, trust companies and 


foreign banks, etc. 


These are generally for short periods only. 
Loans to foreign banks are largely for the financing of international 


trade. 
Investments in stocks and shares 
Certain impersonal accounts ..... 


(a) Loans to concerns engaged in 
production—manufacture, mining, etc.; 

(b) Loans to concerns engaged in 
commerce, transportation and distribu- 
tion; 

(c) Loans to concerns engaged in 
finance, insurance, etc.; 

(d) Loans to farmers; 

(e) Loans to persons engaged in the 
professions, personal services, etc. ; 

(f) Loans to private persons. 


Each of the general headings, it was 


suggested, should then be subdivided 
so far as possible. In the statistics of 
employment and payrolls published by 
the Department of Labor in the United 
States, an outline is available suitable 
as the framework for classification. 
As a starting point for further study 
and consideration of the proposal, the 


1} 


writer has assembled the chief instanccs 
in which the distribution of bank loans 
have been made public. 

The MacMillan Report contained a 
tabulation of the advances of the Lon- 
don Clearing Banks on various dates 
from October 22, 1929, to March 19, 
1930. See Table I. 

The percentage of so-called “finan- 
cial” loans is relatively small in com- 
parison with the experience of Ameri- 
can banks of similar size, due in part 
to differences in the structure of the 
money markets of London and New 
York. The loans to the heavy indus- 
tries also appear to be small. 

A percentage distribution of loans 
was presented by Mr. Reginald Mc- 
Kenna in his annual address to the 
stockholders of the Midland Bank. The 
data is as of June, 1928, and the classi- 
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TABLE III 
Bank or Manuatran Company—Loans SEPTEMBER 30, 1936 


Per cent. 
Classification of Total 
Banks and brokers ......... w Sb chh wo LR wseglpa ease Ski asTotn ato coea a 37.7 
BICVRENS “MANE ON 5 6 5 oo So alvin s aheals doi Rocio eiceon paleo ieee 7,995,000 3.3 
CRAM Bd GOPORUMONE GUOWES. 6. .o.6' se sass caer obs vv oe vice coms 9,436,000 3.9 
Financial, insurance and loan companies ..................0..06- 17,841,000 7.3 
Growers, manufacturers and dispensers of foods, chemicals and 
GEE ica icaitine a ttas sic sys 'scefetig SIR Getuieent a ptarats Read oon adie, oes srenmestlys © oy 15,528,000 6.3 
Hardware, machines, equipment, railroads and public utilities ... 8,806,000 3.6 
Individuals, modernization and miscellaneous ................... 38,790,000 15.9 
CHT, Gaal, Wietald, TUMMer BME DARET 5-55.50 5 bcs Ra cee cases. aves 16,466,000 6.8 
Real estate, building construction and materials ................ 6,131,000 2.5 
Rubber, raw cotton, leather, wearing apparel and fabrics...... 30,883,000 12.7 
fication probably suggested that adopted — and personal ....... = 
. . oO Banna nes 
in the MacMillan Report. See Table II. E.R e me Pais ee 16,216 
Mr. Edwin Fisher, chairman of the Cotton .............. .. 15,356 


board of Barclay’s Bank, Ltd. (London) 
in his address to the shareholders at 
the annual meeting on January 20, 1938, 
gave an interesting analysis of the 
bank’s advances. Loans to productive 
industries were 32.2 per cent. of the 
total. He remarked that only in one 
case, coal mining, was there a decrease. 
The specific reference to single indus- 
try is uncommon in this country. At 
the same time, Mr. Fisher mentioned 
that loans to textile manufacturers, re- 
tailers and builders, among others, 
were larger than in the preceding year. 
Advances to farmers were also greater. 
Such details, in the writer’s opinion are 
helpful in building good will. It is 
also significant that the number of cus- 
tomers borrowing was stated. Even 
the average advance was given £887. 
The Bank of The Manhattan Com- 
pany (New York) in its pamphlet an- 
nual report published an _ interesting 
tabulation of its loans as of September 
30, 1936, classified in the manner in- 
dicated. The figures were published 
as an indication of the diversification of 


the bank’s loans. See Table III. 


The Bank of The Manhattan Company 
at the same time observed that there 
were 9,734 customers borrowing less 
than $5,000 each from the bank. In 
this connection, Lloyd’s Bank issued an 
analysis of the distribution of its loans 
toward the end of 1926, together with 
the average amount of each loan. The 
average ranged between the extremes 
shown as follows: 
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On two occasions the Canadian Bank 
of Commerce made public its loan posi- 
tion, classified on broad lines. 

The information available concern- 
ing the distribution of bank loans is 
clearly too fragmentary to justify any 
inferences from it. It is submitted that 
the usefulness of the statistics, if pub- 
lished over a period of time, would be 
manifold. The banks would have more 
precise information as to the bank 
credit extended to various types of 
economic activity. The Reserve authori- 
ties might find the information of 
value in the formulation of credit 
policies, particularly in the direction 
of qualititative credit analysis and 
guidance. The large number of Ameri- 
can banks makes it more difficult to 
assemble such data than in some other 
countries, but at a time when there is 
so much difference of opinion as to 
the future of commercial banking, any 
possible aid toward providing more 
definite knowledge on which to predi- 
cate opinions and policies should be 
fully explored. A beginning might be 
made by the compilation of the neces- 
sary data in one city and its extension 
through other cities or districts in the 
event that the statistics proved of suffi- 
cient value. The problems of bank 
credit to small businesses could also 
be more intelligently discussed, if as 
an auxiliary task the size of bank loans 
were tabulated, so that we would have 
more than the broad averages that are 
of little use for analytical purposes. 
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Assignments of fire insurance 
policies as collateral 


HERE bankers do a commercial 

business, loans are made to busi- 

ness men on the basis of their 
financial standing, and their ability to 
repay the loan. Bankers may desire 
to make loans to applicants that are 
responsible for their repayment, in so 
far as their business assets are con- 
cerned, even though the borrower may 
not have other liquid assets. Very 
often the total assets of the applicant 
for the loan may be his business invest- 
ment. In the event of a fire loss, and 
protracted litigation over it, the bor- 
rower may find himself beset with law- 
suits by his creditors that may cause 
him to become a bankrupt by reason 
of his assets all being tied up in the 
fire loss. In that event, the bank, hav- 
ing made a good loan originally, finds 
itself a general creditor of the bor- 
rower. This places it in the position 
of sustaining a great loss. 


Proper Protection Against Fire 


The question of whether the borrower 
is properly and sufficiently protected 
by fire insurance is a very serious one, 
and large losses have been sustained 
because of inadequacy of fire insurance 
coverage. On _ investigation, it will 
often be found that such a borrower 
does not carry sufficient insurance cov- 
erage to protect him, or that the policies 
themselves do not cover the insured 
property adequately. Bankers, in mak- 
ing loans to customers, basing their 
credit on the customer’s business assets 
should make a complete investigation 
of this phase of the customer’s cover- 
age to guarantee that the customer will 
not sustain a loss by fire because of in- 
sufficient and improperly placed insur- 
ance. 

Should policies of fire insurance of 
such borrowers be assigned to the 
banker as collateral for a loan, so that 
the banker may be properly protected 


By A. J. GoLpin 
Member of the Philadelphia Bar 


in the event of a loss by fire? By tak- 
ing such an assignment, the bank will 
be the first to be paid out of the pro- 
ceeds of the policy, if a loss occurs. It 
will give the banker the first lien on 
the insurance moneys to be obtained 
by reason of the fire loss, and thus 
quickly liquidate the debt. 





This article discusses the im- 
portance of seeing that commer- 
cial borrowers are adequately 
covered by fire insurance in cases 
where the bank depends upon 
the business assets of the bor- 
rower for its protection. The 
legal aspects of assignments of 
policies are also considered. 





If the bank desires to take such an 
assignment, two questions will confront 
it, that may cause it to hesitate before 
taking such an assignment, unless it 
is aware of the peculiarities of the law 
on this subject. 

(1) The usual fire policy has a pro- 
vision in it voiding the policy if the 
title, interest or ownership of the in- 
sured is changed in the property cov- 
ered, during the term of the policy, un- 
less such change in title or interest is 
consented to by the insurer. Of course, 
in the case of the bank becoming the 
assignee of the policy before a loss, 
such banker will not have any title or 
interest in the property so insured. 
The policy being assigned, the original 
owner would no longer have any inter- 
est in the proceeds of the policy. Strict 
construction of the terms of the policy 
would cause the policy to be void, if 
assigned, because the assignee would 
lack the interest, title or possession of 
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the subject matter insured. This is 
based on the theory that no new parties 
may be introduced in the contract of 
insurance without the consent of the in- 
surer.t It would seem from reading 
the policy that the bank may not take 
such an assignment without the insurer 
waiving this condition, and very often, 
the insurer will refuse to make such a 
waiver. 

(2) The second obstacle to the un- 
initiated is the clause voiding the policy 
if the assignment of it is made without 
the consent of the insurer. This clause 
has been strictly construed by the 
courts, when assignments are made to 
new owners of the property, after the 
policy is issued, without the consent of 
the insurer, on the theory that the 
policy is peculiarly a personal contract, 
and no new parties may be introduced 
into it, without the consent of the in- 
surer.* 


While the provisions apply to the 
general transfer or assignment of fire 
insurance policies, a different rule, how- 
ever, applies to the assignments of fire 
insurance policies given as collateral 
for a loan. The general principle is 


that a creditor may take an assignment 


of policies of fire insurance without the 
consent of the insurer, unless state stat- 
utes forbid it. Such an assignment of 
the right of the insured to his creditor 
as pledge or security for the debt will 
be sustained by the courts.* The same 
rule applies to any pledge that is given 
for a debt. It is considered an 
equitable assignment under the law, and 
not subject to the strict construction of 
an assignment to new owners of such 
property.® The assignee is considered 
in the law only as an appointee to re- 
ceive the insurance proceeds in the 
event of a fire loss, and only to the ex- 
tent of the debt owed to the creditor. 
Under these circumstances such as- 


— 


1Davis v. Bremer, etc., Ins. 
Iowa 326, 134 N. W. 860. 


*Lett v. Guardian Fire Ins. 
N. Y. 82, 25 N. E. 1088. 

* Central Union Bank v. New York Un- 
derwriters’ Ins. Co., 52 Fed. (2d) 823. 

‘Ellis v. Kreutzinger, 27 Mo. 311. 


5 Long v. Farmers State Bank, 147 Fed- 
eral 360; Baughman v. Camden Mfg. Co., 
65 N. J. Equity 546, 56 Atl. 376. 
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Asso., 154 


Co., 125 


signees have no interest in the prop- 
erty.© The clause in the policy not 
permitting an assignment, without the 
permission of the insurer, has been 
construed by the courts as prohibiting 
a complete and absolute divestiture of 
the insured of the title to the insured 
property to a third person. An equita- 
ble assignment only gives the creditor- 
assignee a lien upon the proceeds of 
the policy in the event of a loss.” 

Any assignment that the banker may 
take of fire policies should be in writ- 
ing, even though not in the form re- 
quired by the insurer.’ Such assign- 
ment need not be in writing in the 
State of New York.® 

Having obtained these assignments 
without the consent of the insurer, no 
one but the insurer may make any ob- 
jections to it. No one else can raise 
the question of the propriety of the 
assignment.?° 

The insurers should be notified of 
such assignment, even though they re- 
fuse to consent to it, so as to put them 
on notice, and thus protect the rights 
of the assignee. 

Under the assignment of a fire insur- 
ance policy as collateral, the insurer 
will not lose any right that it has 
against the insured to defend an action 
on the policies so assigned, should a 
loss occur. The policies are subject to 
all defenses against the assignee that 
the insurer may have against the 
original insured." 

After a loss, the insurance due un- 
der the policies becomes a fixed claim 
on the insurer, and may be assigned to 
anyone for a consideration, whether as 
collateral or otherwise without the con- 
sent of the insurer.'? 

®° Merrill v. Colonial Fire Ins. Co., 169 
Mass. 10, 47 N. E. 439. 

7 Scottish Union & National Ins. Co. v. 


Andrews, 40 Tex. Civ. App. 184, 89 S. W. 
419. 


® Gragg v. Home Ins. Co., 90 S. W. 1045. 


°Greentaner v. Connecticut Fire Ins. Co., 
171 N. Y. S. 417. 

1 Teinkauf v. Calman, 110 N. Y. 50, 17 
N. E. 389. 

1 East Texas Fire Ins. Co. v. Coffee, 61 
Tex. 287; State Mutual Fire Ins. Co. v. 
Roberts, 31 Pa. 438. 

2 Imperial Fire Ins. Co. v. Dunham, 117 
Pa. 460, 12 Atl. 668. 
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Appraising municipal credit 


III. Debts: their composition and importance 


N the previous two issues of THE 

BanKERS MAGAZINE the factors con- 

stituting the basic elements upon 
which municipal credit rests were sum- 
marized, laying particular emphasis 
upon the economic status, for its im- 
portance in municipal affairs and 
municipal credit. In this article, mu- 
nicipal debts will be discussed, includ- 
ing such factors as the composition of 
debts and deductions thereof, overlap- 
ping obligations and the technic of de- 
termining the debt load and ability to 
meet the debt burden. It may be stated 
at the outset that in these articles no 
attempt is made to present an exhaus- 
tive study of the problems under dis- 
cussion, for the obvious reason that 
space is limited, but it is the purpose 
to focus attention upon the principal 
elements which enter into and must be 
analyzed in appraising municipal 
credit. 

Municipal debts constitute obliga- 
tions assumed by municipal corpora- 
tions. Municipalities have the inherent 
right, which was affirmed upon the for- 
mation of the states, to contract debts 
and issue bonds in evidence thereof in 
order to carry out public improvements 
and public works and to fulfill their 
functions and duties to the public. The 
power of incurring debts, however, has 
been restricted by the states within well- 
defined limits in order to prevent ex- 
cessive borrowing. The composition of 
municipal debts varies and this has an 
important bearing upon the individual 
bond issues and their credit rating. It 
is necessary, therefore, to study the 
character, nature and purpose of the 
debt, the kind of debt restrictions in 
force, and the type of items which are 
legally deductible as contrasted to those 
which are properly subtracted from the 
gross debt in order to determine the 
debt load and appraise the ability of 
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By Basit C. Ropes 


a community to carry and discharge a 
given debt burden. 


Municipal debts are usually disclosed 
in the “financial statement” as it is gen- 
erally known in the municipal bond 
field. Such statements are incorporated 
in bond circulars accompanying the 


This is the third of a series of 
articles on municipal credit 
which will appear in THE 
BANKERS MAGAZINE during 
1938. 


offering of “municipals” and include 
in addition other data such as tax and 
tax collections. As a general rule, the 
debt schedule of cities is incomplete 
because municipalities seldom include 
in their financial statements overlapping 
obligations. A complete debt schedule 
of a municipal corporation should con- 
sist of the gross debt containing all out- 
standing bond issues irrespective of 
their character, nature and purpose, fol- 
lowed by sinking funds and other bond 
groups which are deductible from the 
gross debt, and finally the net debt load 
shown. It should also include guar- 
antees and contingencies, especially 
when they are related to co-terminus 
political entities. In addition, propor- 
tionate overlapping obligations should 
be added to the net debt in order to 
determine the over-all debt load. Float- 
ing loans and short-term obligations 
may be shown together with offsetting 
assets or sources from which these items 
are payable, but they do not constitute 
part of the debt load, if they are self- 
liquidating. 

A debt schedule recently incorpo- 
rated in the financial statement of the 
city of Minneapolis, as reported by the 
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Tue City or MINNEAPOLIS, FINANCIAL STATEMENT, JANUARY 1, 1938 


Bonded indebtedness 

School bonds 

Public relief bonds 

Water works bonds 

Local improvement bonds: 
Assessed locally 
Assessed at large 

Other general obligations 


Less: Water works bonds 
Sinking funds (net) 


City direct net debt load 
Additional deductions per Minnesota law: 


Assessed portion for local improvement bonds 
Miscellaneous outstanding bonds (less sinking funds).... 


Net indebtedness per Minnesota law 
Overlapping debt: 


Hennepin county debt (total, $1,700,903—city’s share, 92 per cent.).... 


Over-all net debt load 


Bond Buyer, is especially illuminating 
and is reproduced herewith. 


Debt Composition Analyzed 


The question of inclusiveness of the 
gross debt, and particularly the prob- 
lem of what debt items to deduct or not 
to deduct from the gross debt in arriv- 
ing at the net debt load, is a perplexing 
one. States as a general rule enumerate 
the character of the debt or the nature 
of the bond issues which may be de- 
ducted from the gross debt in arriving 
at the legal net debt. While from the 
legal standpoint this is important, as it 
determines the legal borrowing capacity 
of a municipality, such a procedure 
does not always coincide with a con- 
servative financial policy. Because of 
political pressure, states have been 
forced to grant concessions and permit 
the deduction of various bond issues 
from the gross debt in order to broaden 
the borrowing capacity of their politi- 
cal subdivisions. However, the only 
debt items or bond issues which are 
properly deductible from the gross 
debt in arriving at the net debt, are 
the water bonds and other public utility 
bond issues, which are fully self-sup- 
porting or are subtracted to the extent 
that these issues are self-sustaining. 

Debt items which are generally allow- 
able under state legal provisions but 
are not always properly deductible, are 
special assessment or special improve- 
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$17,542,924 
10,270,000 
3,402,000 


4,681,664 
1,755,047 
29,451,576 


$67,103,211 


$60,343,459 


$4,681,664 
14,488,447 


$45,855,012 
1,564,847 


$61,910,306 


ment bonds, funding and refunding ob- 
ligations, and specific bond issues for 
a selected number of municipalities. 
The issuance of- special assessment or 
special improvement bonds is, unfor- 
tunately, one of the methods evolved in 
recent years to circumvent restrictive 
measures imposed by the states over 
the amount of debts, which their politi- 
cal entities may contract. In several 
states, no special assessment or special 
improvement bonds may be issued, as 
such (with limited liability), although 
when they are so designated, the ar- 
rangement merely permits the munici- 
pality to retrieve the cost of the 
improvements from the benefited prop- 
erties; the bonds themselves being gen- 
eral obligations. A large number of 
states, including Minnesota, Ohio, New 
York, and. New Jersey, do not permit 
the issuance of special assessment or 
special improvement bonds, as such, but 
the states of Illinois, Indiana, and 
Michigan, among others, do so. Wash- 
ington and Colorado have introduced 
special legislative acts extending the 
general liability of the issuing muni- 
cipal corporation by ordering the crea- 
tion of special funds for the payment 
of these obligations from general taxa- 
tion. 


The diverse nature of legally deduct- 
ible items is well illustrated by present- 
ing briefly in a summarized form the 
respective provisions of the states of 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 7, 1938 


RESOURCES 


Cass amd Dos rnom BawES . .. 6 1. 6s we ee 723,593,600.61 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
PIRUEIENN ni ig sl Gn cke de ee 590,478,589.05 


STATE AND MUNICIPAL SECURITIES ......... 110,800,205.72 
Oemen Bonne Anp SECURITIES. . 2. 6 0) et 6H HS Oe 170,511,873.63 
Loans, DiscoUNTS AND’ BANKERS’ ACCEPTANCES. . . . . 733,095,111.14 
RNC RII, eG ae Re a te ee en ewe 36,296,189.13 
ees SUR eee Gk ss ee we et 6,160,746.63 
MortTGAGEs Oh Oe gy MORE Les Be ee ae 11,355,683.91 
Customers’ ACCEPTANCE LIABILITY. . ...... . 24,166,089.65 
gO a eae yf eee acu aero ee oe 17,186,771.90 


$2,423,644,861.37 


LIABILITIES 
Capital Funps: 
Capra, SroCKR . «4 ss « « « > GIO ZIO 00000 
SUMEEUG . . 2 - © s ws w @ « » 4 SOG RIS Reee 
UNpDIVIDED ProFIts. . ... . . . 28,121,440.91 


$ 228,661,440.91 


RESERVE FOR CONTINGENCIES 
RESERVE FOR TAXES, INTEREST, ETC. . 
Deposits Ma Ge 
ACCEPTANCES OUTSTANDING . 


18,024,000.81 
2,243,106.76 


2,115,261,526.30 


25,216,075.37 


LiaBILITY AS ENDORSER ON ACCEPTANCES AND ForeIGN BILLS 30,274,123.73 
RE SCONE ca ey Swe ew ee KS te 3,964,587.49 


$2,423,644,861.37 


United States Government and other securities carried at $141,546,826.51 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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New York, Ohio and Pennsylvania. The 
State of New York, under its constitu- 
tion, exempts from the debt statement 
and the debt limit the following items: 
(1) temporary loans in anticipation of 
revenue; (2) water bonds; (3, other 
utility debt, and in the case of New 
York City special transit and dock 
debts. The Commonwealth of Pennsyl- 
vania exempts from its debt limits, in 
the case of the City of Philadelphia, 
“any debt charged against any public 
improvement or utility, the revenue 
from which is or will be sufficient to 
pay interest and sinking fund charges” 
and in the case of any county or mu- 
nicipality those obligations issued for 
the construction of water works, sub- 
ways, underground railways or street 
railways “if net revenue .. . shall 
have been sufficient to pay interest and 
sinking fund requirements during the 
said period upon said obligations or if 
said obligations shall be secured by 
liens upon the respective properties and 
shall impose no liability upon the 
municipality.” The State of Ohio ex- 
empts in addition (to items summarized 
for New York and Pennsylvania) bonds 
issued covering obligations arising out 
of an emergency, such as epidemic, 
flood, etc.; bonds issued to meet defi- 
ciencies in revenue; bonds issued for 
condemnation purposes and for judg- 
ments; and special bonds issued under 
the state’s tax limitation laws. 


To secure a complete schedule of the 
debt load of a community, it is neces- 
sary to include overlapping obligations 
The problem of calculating the total 
debt load of a municipal corporation 
is an involved one, especially when it 
is necessary to include the city’s pro- 
portionate share in county debts or 
those of its partially co-extensive dis- 
tricts. There are three possible methods 
for accomplishing this. One method 
is that of taking as basis the geographic 
distribution of the debt. The second is 
that of applying the debt load to as- 
sessed valuations and apportioning it 
accordingly. The third method is to 
allocate the debt on the basis of popu- 
lation. The first method tends to shift 
the debt to the rural section of the 
county, because the area of rural sec- 
tions is generally larger than that of 
296 


cities, while the second method places 
the larger portion of the debt upon the 
city tax rolls, because assessed valua- 
tions are usually higher in urban cen- 
ters. The third method is more prac- 
tical and easy to accomplish. It tends 
somewhat to place a greater burden 
upon the urban population than the 
rural section of the county, but this is 
more desirable. 


Sinking Funds as Assets 


Sinking funds are deductible items 
because they represent assets which are 
applicable for the retirement of the 
debt. It is essential to analyze the 
nature of sinking funds to make cer- 
tain that they are realizable assets and 
that they are maintained in accordance 
with actuarial requirements. A sepa- 
rate sinking fund should be maintained 
for every bond issue in accordance with 
its provisions and this fund should be 
adequate to retire the respective debt 
at maturity. The sinking fund method 
of retirement, however, is not regarded 
as the most efficient one. Sinking funds 
merely represent assets, which are ear- 
marked for the future retirement of the 
debt, upon maturity, but the only effec- 
tive way to retire a debt is by extinc- 
tion. The problem has been met in 
recent years by the issuance of “serial 
bonds” whereby a certain portion of 
the debt is actually retired each year, 
as the maturity of the bonds is spread 
over a period of time. It is pertinent 
to conclude that this method is more 
economical and efficient and is also 
preferable in investment circles. It 
does away with the problem attached 
to the management of sinking fund as- 
sets, which are susceptible to loss and 
dissipation. A few states permit the 
issuance of serial bonds only. 


The best guaranty for the retirement 
of municipal debts is a well conceived 
financial plan carried out in accordance 
with the financial resources of the com- 
munity. Under such a plan, an orderly 
retirement of the debt over a period of 
years is projected by spreading ma- 
turities over the life of the improve- 
ments. Incidently, the fallacious prac- 
tice of deducting funding and refunding 
bonds from the gross debt is made 
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City oF MINNEAPOLIS 


Debt ratio (assessed valuations, $958,586,127) .... 
Debt ratio as adjusted to true values ...... 


Per capita debt 


more apparent. These debts represent 
for the most part obligations which 
should have been retired upon maturity, 
but for one reason or other, they were 
extended. Experience has shown that 
municipalities may earmark annually a 
maximum of approximately 25 per cent. 
of their revenues to provide for debt 
service charges (interest and sinking 
funds) without straining their re- 
sources. The actual percentage which 
may be set aside depends upon the 
character of revenues and the diversifi- 
cation of tax sources. If school debts 
and budgets are incorporated in the 
municipal financial plan, this percent- 
age may be considerably higher, be- 
cause for one thing schools receive in 
most states a substantial subsidy from 
the state government. 


Appraising the Debt Burden 


The problem of appraising the debt 
burden and determining the capacity of 
a community to carry and discharge a 
given debt load within a reasonable 


period of time is not an easy one. Al- 
though the calculation of certain indices 
is helpful, it is impossible to reduce 
the problem to a mathematical formula. 
The capacity of a community to carry 
and discharge a certain debt depends 
upon many factors and particularly 
upon local wealth. This in turn is re- 
lated to the ability of the community 
to yield sufficient taxation, over and 
above other government financial re- 
quirements for essenial services and 
functions, in order to provide for the 
charges necessary to meet annual inter- 
est requirements and to amortize the 
debt within a reasonable time. The 
taxing ability of a community is de- 
pendent upon its character, economic 
resources and developed wealth, level of 
values, utilization of the proceeds of 
loans, revenues of public enterprises, 
government income and government 
costs and outlays. The level and ex- 
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Direct Net 
City Debt 
10.55% 
6.10% 


Over-all 
Debt Load 
10.82% 
6.26% 

$127 


tent of wealth is appraised by the study 
of certain economic and business in- 
dices, such as home ownership, auto 
registration, telephone installation, in- 
come tax returns, bank savings deposits 
and retail sales. 

The most widely-known indices are 
the “debt ratio” and the “per capita 
debt.” The “debt ratio” is a percent- 
age of the debt compared to assessed 
valuations, while the “per capita debt” 
is the debt load in relation to popula- 
tion. Both indices are extensively used 
in the municipal bond field and both 
possess merits, but they are not perfect 
or definitive. These indices are based 
upon factors which are not precise or 
exact. Assessed valuations, for  in- 
stance, are of a highly variable nature 
because they may include all kinds of 
fixed and personal property, tangible 
or intangible. Likewise, the population 
statistics are surrounded by many di- 
verse elements, as explained in a pre- 
vious article. However, both indices, 
especially the debt ratio, have been 
recognized by the states as “yardsticks” 
in measuring the debt load of their 
political subdivisions. The debt ratio 
is generally used by the states as the 
index upon which restrictive measures 
over local debts are based. There are 
a number of these indices that may be 
calculated, but the net and the over-all 
ratios are those which are of practical 
usefulness. 

The respective indices for the City 
of Minneapolis, based on data cited pre- 
viously, are shown in the accompany- 
ing table (realty taken at 25-40 per 
cent. of actual; personal at 25-3314 per 
cent.; and moneys and credit at 100 
per cent.). 

The examination of these indices in 
themselves is meaningless beyond the 
point of measuring the city’s debt load. 
To appraise the debt burden and the 
ability of the city to meet the debt load, 
it is helpful to compare the results to 
similar indices of other- cities or those 
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representing national or group aver- 
ages. The City of Mineapolis’s per 
capita over-all debt ratio of $127 is 
somewhat above the national average 
of $114 (as compiled by the Municipal 
Service Department of Dun and Brad- 
street, Inc.) for the year, 1937, but its 
over-all debt ratio of 6.26 per cent. is 
below the group average of 7.3 per 
cent. Furthermore, the city’s per capita 
over-all debt compares favorably with 
that of other cities; as for example, that 
of San Francisco’s which was $160, 
Newark’s $260, Knoxville’s $218, and 
Buffalo’s $208 per capita over-all debt. 
Considering the superior nature of the 
city’s developed wealth and stable char- 
acter of its economic resources, the debt 
load of Minneapolis is relatively less 
burdensome than the ratios indicate. 
The debt burden is well within the city’s 
capacity to discharge. The verification 
of the superior wealth of Minneapolis 
is ascertained by examining such in- 
dices as telephone installations, auto- 
mobile registration, income tax returns, 
savings bank deposits and retail sales, 
which in all instances are well above 
the national averages, reflecting the 
city’s above-the-average capacity to 
meet an average debt load. 


© 


TOO MUCH MUTUAL MISTRUST 


As a matter of fact, America has sur- 
vived all of its pendulum swings to 
date and is too sound at heart to suc- 
cumb now. It is unfortunate that in 
crises—whether of failure or disap- 
pointment or disaster—men_ naturally 
love to fix the blame. This is espe- 
cially true when the public is the coro- 
ner’s jury and when the politician is the 
coroner. In our recent months of 
threatening distress, men have busied 
themselves in a program of mutual 
maligning of one another. Business 
men complain at politicians; politicians 
condemn industrialists. As if hatred, 
suspicion, and condemnation ever 
worked out a solution! Mutual mis- 
trust never yet has builded a worthy 
achievement.—Adam S. Bennion, Assist- 
ant to the President, Utah Power and 
Light Company. 
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CANCER 


CAN BE 


CURED 


But treatments must 
be started in time 


Cancer nowcosts America 
140,000 lives a year. You 
may save one of these 
lives in 1938 by helping to 
spread the information 
that cancer can be cured, 
but treatments must be 
started in time. First, in- 
form yourself thoroughly. 
Call at The Red Door of 
the New York City Can- 
cer Committee. Or mail 


this coupon. 


New York City Cancer ComMITTEE 
130 East 66TH STREET, NEw YorkK 


For the $1 enclosed, send mea year’s 
subscription to the Committee’s 
new publication of information, 
“The Quarterly Review.” Also send 
a supply of labels for my packages. 


0 Ee a ee, ee eee 


Address. 


If you are not a resident of New York City, 
write for information to the American Society 
Sor the Control of Cancer, 1250 Sixth Avenue, 
New York. 


THE NEW YORK CITY 
CANCER COMMITTEE 


of the AMERICAN SOCIETY 
FOR THE CONTROL OF CANCER 





The real estate mortgage problem 


By GeorceE C. JOHNSON 


NVESTMENT problems as _sre- 
lated to real estate mortgages come 
under two headings: First—servic- 

ing the mortgages we hold, second— 
obtaining new mortgages. 

Let us first consider the servicing of 
our mortgages. 

When the depression preceding the 
current so called “Roosevelt Depres- 
sion” set in, most organizations holding 
mortgages were “caught short”; short 
of men experienced in handling mort- 
gages that were in trouble and short of 
men trained to handle and dispose of 
foreclosed real estate. When the ava- 
lanche of defaults broke, the failure 
of the mortgage guarantee companies 
added to the number of “trouble mort- 
gages” the banks found themselves 
obliged to service. The lessons learned 
during that period provided a great 
education and there are now plenty of 
experienced men. 

Let us use these experienced men to 
keep from future mortgage troubles and 
let us remember the lessons learned at 
such great cost. 

First, the appraisals should be real- 
istic and based on real values, not on 
hopes. Before we finally agree that a 
property is worth a given sum, let us 
ask ourselves the questions “why” and 
“for what.” The appraisal should be 
accompanied by a complete inspection 
report of property, clearly describing 
it and giving facts as to its usefulness 
and probable life, together with the 
trends of the neighborhood. If the loan 
is made, this report should be brough' 
up-to-date and reappraisals made at 
frequent intervals. 

After considering the real value and 
useful life of the property and neigh- 
borhood, let us consider the owner’s 
ability to pay and incentive to pay. 

Assuming these factors are approved. 
then let us make terms that will liqui- 
date the debt during the useful life of 


property. This can be done by amor- 
tization, and amortization should com- 
mence right at the beginning while the 
loan is good. No one likes to pay for 
dead horses, and after the loan turns 
sour it may be too late. 

Next in importance comes a firm 
servicing policy. The owner should be 


This article is based on an ad- 
dress before the recent savings 
conference of the A. B. A. The 
author is vice-president of the 
Dime Savings Bank, Brooklyn, 
ae A 


trained right from the beginning that 
all payments, including taxes, must be 
made when due. This will avoid many 
troubles that have been caused by en- 
couraging both owners and employees 
in careless habits. Of course, I do not 
mean we should be ruthless and un- 
willing to help deserving owners over 
hard spots. Many foreclosures can be 
saved by using common sense methods. 
If we are to avoid future losses, it is 
important that the mortgages which we 
have held for years be rearranged on 
an amortization basis. I have heard 
many say that this cannot be done while 
the moratorium is on. Experience does 
not bear out this contention. By mak- 
ing a special and sustained effort my 
own bank has been able to get 40 per 
cent, of the owners of properties on 
which the mortgages are affected by the 
moratorium, to pay amortization regu- 
larly. All of the mortgages made since 
the beginning of the moratorium are 
paying amortization and they bring the 
total up to 60 per cent of all mortgages 
held. By constantly continuing our 
efforts, we expect in a reasonable time 
to have near to 100 per cent. of all 
mortgages held amortized. 
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This cannot be accomplished by hav- 
ing some employee or officer peck at it 
in his spare time. It is better to assign 
the duty to one or more men. Choose 
men who are good experienced negotia- 
tors. Have them call in the borrowers 
who are not paying amortization and 
point out the advantages, such as grad- 
ual reduction of the debt, saving in in- 
terest payments, security of having a 
mortgage on a basis that will not be 
called when the moratorium expires, 
etc. It is often desirable to trade small 
reductions in interest for lump sum 
payments and amortization. When the 
mortgage covers income __ property, 
studies of the income and expenses and 
possibilities of improvement in income 
are necessary. If the property will not 
produce enough income to pay amor- 
tization, then your principal is in dan- 
ger and adjustments in interest should 
certainly be made where, by doing this, 
some of the principal can be recovered. 
It is remarkable the large variety of 
deals that are advantageous to both 
parties that can be worked out. How- 
ever, you can never find them if no 
effort is made. 

When all efforts fail and we must 


take property, it is usually better to 


sell at the market. The first loss is 
usually the best loss and clears the 
decks to go on with business. 


Getting New Mortgages 


Now we will come to the question of 
methods of getting new mortgages. 

The mortgage portfolios are the most 
profitable of savings bank investments 
and a substantial amount of our money 
should be kept in mortgages. This has 
been difficult recently, but let us see 
what steps we can take to accomplish 
it. 

We have money to rent. All money 
being alike, the borrower can do as 
much with anyone else’s money as he 
can with ours. Therefore, how can 
he be induced to borrow from us? 
While we cannot make our money any 
better than anyone else’s money, we 
can attract desirable loans by making 
the terms for paying the charges and 
liquidating the loan as attractive as 
possible. 
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By this I do not mean wholesale cut- 
ting of interest rates below what is a 
reasonable return. It does not take 
much brains to just slash rates and take 
loans away from our neighbors, nor is 
it apt to be very profitable. Our neigh- 
bors would be obliged to do the same 
thing and take our mortgages away and 
finally it might become unprofitable to 
hold mortgages. 

It is better to attract mortgages by 
offering borrowers better service and a 
fair and reasonable interest rate com- 
bined with terms that are attractive. 

For example, the Dime Savings Bank 
of Brooklyn has been able to attract 
a very good class of borrower by ad- 
vertising how owners can gradually pay 
off their mortgages and get out of debt. 


A curious anomaly of the present 
situation is that while large sums of 
mortgage money are seeking invest- 
ment, a large portion of the mortgage 
debt of the country is held by unwill- 
ing mortgagees. Until this is changed 
we shall have a prospective crisis every 
time the moratorium is about to expire. 


Here is a great opportunity to add to 
our mortgage portfolios. “Yes,” you 
will say—‘‘but we cannot take these 
mortgages over for their old amounts. 
Too bad they were not amortized from 
the beginning.” However, as many 
owners as possible must be induced to 
adjust and replace their loans. 

The question is “How?” It is futile 
to search for some magic formula. 
There is no single method which will 
accomplish this. 


Every piece of property on which 
there is a mortgage of this sort pre- 
sents an individual problem. 

Now let us see how we can solve 
some of these problems and get our 
share of the resulting refinancing. For 
the purpose of this discussion we will 
disregard those that will only be solved 
by foreclosure, as they do not present 
much investment opportunity for us 
until sold. We will also eliminate those 
loans which are on property on which 
it is not prudent to lend. 

Let us make terms that will attract 
those owners whose mortgages we 
would like to hold to transfer them 
from unwilling mortgagees to us. 
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If we can do this, here is what may 
happen. 

A certain number of the mortgages 
may be taken over for present amounts. 
Another group of owners may be in- 
duced to reduce the mortgages to 
amounts we can take. 

Another group of owners may be able 
to furnish part of the necessary money 
to reduce the mortgages and may get 
an allowance of the rest from the pres- 
ent mortgagee. 

Still another group may be able to 
get an allowance of all that is necessary 
from the present mortgagee who would 
like to settle. 

What are some of the things we can 
do to bring this about? 

First—let us make it generally 
known that we are willing and ready 
to try to work out each case that is 
presented. 

Second—we can make the amount of 
the loan approved as flexible as the 
risk, measured by the property and the 
owner’s ability to pay, justifies. 

Some cases will only be good for 
loans of 60 per cent. of the present 
appraised value or even less. 

Some will be good for the 66 2-3 per 
cent. loans that enabling legislation 
now before the New York State legis- 
lature will permit. 

Some will be good for loans up to 
80 per cent. where the property and 
owner can qualify for FHA insurance. 


Features to Offer 


Now let us list some of the attrac- 
tive features savings banks can offer. 

1. Reasonable current interest rate. 

2. Moderate transfer costs. 

3. Freedom from all future renewal 
fees and bonuses. 

4. Term as long as the prospective 
life of the property and neighborhood 
justify. 

5. Provision for the gradual amor- 
tization of the debt during that term. 

6. Large savings in interest cost by 
reason of the sums paid in interest con- 
stantly diminishing as debt is reduced. 

7. A mortgage held by an exper- 
ienced local institution that retains the 
investment and understands local con- 
ditions. 

By these means we should be able 
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to increase our mortgage portfolios 
and at the same time perform a public 
service by relieving part of the jam 
that has been overhanging the real es- 
tate market since the beginning of the 
moratorium. 

The second large field for new mort- 
gages is in the financing of new houses. 

The same features of the mortgages 
that savings banks can offer should 
tend to attract mortgages on new build- 
ings. In addition to this, those who 
are equipped to do so can produce 
many new permanent mortgages by 
first making construction loans to re- 
putable builders. 

The new types of FHA insured loans, 
recently authorized on large scale new 
construction, may offer some _ invest- 
ment opportunities. We have not yet 
had sufficient opportunity to find out, 
but it will do no harm to study what 
is offered. 

We have many advantages, but must 
adapt ourselves to changing conditions 
and practices or we will be left behind 
while others take the mortgage market 
from under our noses. 
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TRUST SERVICE MUST BE MADE 
MORE ACCESSIBLE 


Ir the banks are to do the trust busi- 
ness of this country, they must make 
trust service available and accessible 
to the American people—available in 
the sense of being adapted to the re- 
quirements of people of small estates 
as well as large, accessible in the sense 
of being within the reach of the people. 
A tremendous stride toward availabil- 
ity was made on the last day of the 
year by the promulgation of the rules 
and regulations governing common 
trust funds—a movement long and 
earnestly advocated by the American 
Bankers Association. Making trust 
service accessible to people in country 
and town as well as in big cities still 
is one of the unsolved problems in the 
trust field. In the solution of this prob- 
lem the bankers need to call into coun- 
sel trust men of broad vision and under- 
standing of the basic principles of both 
banking and trust business.—Orval W. 
Adams, President, American Bankers 
Association. 
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Wanted: More goods 
at lower prices 


By G. Rowxanp COoL.ins 


HE economic phase of the national 

task that is before us is fairly clear. 

We must stake out and _ break 
ground for the technological path that 
leads from an economy of denied plenty 
to an economy of distributed abun- 
dance. We must renounce the “theory 
of scarcity” as the keynote of American 
economic policies. More goods at lower 
prices, not fewer goods at higher prices, 
is the only logical and the only socially- 
defensible goal of an age of science, 
technology, and power production. We 
must subscribe more whole-heartedly 
to the objective of more things for 
more people. The purpose of business 
and industry requires the application 
of the “theory of plenty.” 


Economically speaking, we are now 
in a period when we should be levelling 
out on a smooth open road toward that 
objective instead of floundering about 
in the trees and brush, chopping first 
this way and then that. 

The plain truth seems to be that four 
roads are open before us: division, or 
subtraction, or addition, or multiplica- 
tion. 

The trouble with division is that 
there just isn’t enough wealth to go 
around. Moreover, once we organize 
our economic life on the basis of 
“divy,” there will be little likelihood 
that the production of goods will ever 
continuously or sharply increase. The 
notion that, without compulsion, men 
will work to the limit of capacity if 
paid only according to need and to 
need as determined by some collective 
governmental board of trustees, is pretty 
much “simple Simonism.” Ours is still 
a profits economy although at times in 
recent years it has seemed that we were 
witnessing a struggle to the death be- 
tween our profits economy and some 


ill-defined form of modified state so- 
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cialism. The profits incentive has been 
responsible for the major portion of 
our present economic welfare. The 
compulsion idea is an unproved experi- 
ment. 

Well-meaning men, because they are 
short-sighted, cry out for equality, but 
the universe and the human beings 


The author is professor of 
marketing at New York Univer- 
sity School of Commerce, Ac- 
counts and Finance. This article 
is based on a recent address be- 
fore Group III of the Pennsyl- 
vania Bankers Assocation. 


who are in it are constructed on the 
principle of inequality. There is an 
inequality of contribution and an in- 
equality of return. 

Introduce today the principle of 
spreading among all the rewards that 
a few have earned and tomorrow there 
will be no toil at all except under com- 
pulsion. 

Along this road there lies little 
chance of increase. The path of com- 
pulsion does not lead to more goods 
for more people, or even, necessarily, 
to more goods for those who now have 
the least. 

Of course, we can have subtraction by 
taxation. But excessive taxation is 
“really paid in the sweat of every man 
who labors,” and, paradoxically, all 
too often it even separates him from 
his labor. 

Even here in our own vast country, 
it is probable that profits will of neces- 
sity be smaller in the future than they 
have been in the past. It will become 
more and more impossible to keep 
goods scarce enough to yield large 
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profits. The mere act of physical pro- 
duction has probably already ceased to 
be sufficiently unique to warrant a siz- 
able profits reward in excess of a wage 
for labor. 


Plant on top of this situation an 
enormously burdensome tax structure, 
and how can we hope to encourage ex- 
panding production either in old fields 
or in new? 


Each year a sizable part of the saved 
income must flow back into the chan- 
nels of business or production cannot 
go forward. 


The flow of capital into productive 
endeavor is the very life-blood of our 
economic system. Nor is bank credit, 
whether borrowed by the Government, 
by corporations, or by individuals, a 
sound substitute for the formation of 
capital by the method of reinvested 
profits or savings. In large degree, 
our economic system has been deprived 
of its true motive power since 1929— 
for eight long years—certainly one of 
the longest periods of starvation it has 
known. How can production move 
sharply ahead under a tax structure 
which paralyzes incentive, reduces cor- 


porate earnings arbitrarily, and puts a 
premium on the dissipation of capital 
in the name of “increased purchasing 
power’? 


Neither money, nor brains, nor en- 
ergy will be freely ventured so long as 
the rewards to which they are entitled 
seem to be subject to political spoil- 
age and social condemnation. A tax 
structure that does not assure a reason- 
able freedom of movement to business 
in all its phases, including finance, does 
not and will not make for the produc- 
tion of more goods and more services. 

It cannot! 

We have addition, of course, by play- 
ing tiddlywinks with the currency, by 
devaluing the dollar, by handing out 
purchasing power in bundles to all who 
cry for it, even by starting the printing 
presses. But that road is a short cut 
to nowhere. The tale is the same wher- 
ever you read the record, “whether it 
be the story of the franc, the mark, the 
continental, the kronen, or the mulberry 
tree money of Kubla Khan.” 

All three of these roads—division, 
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subtraction, and addition—are trails by 
which everything grows less in the end. 

If we really want increase, it can 
come only by multiplication—which 
means greater production of more 
goods and services. 

Such is our true economic goal and 
such is the road that leads to its attain- 
ment. 


© 
UNINTELLIGENT EXPERIMENTA- 
TION 


WE probably should have no objection 
to the expressed purpose of a managed 
currency to re-establish the purchasing 
power of the dollar at the 1926 level, 
or at some lower figure, and to stab- 
ilize it there for succeeding generations. 
If it could be realized, untold suffering 
would be eliminated and the managers 
of capital and business could make 
plans for the long future. 

We are not afraid of the objective. 
What we fear is unintelligent experi- 
mentation. 

It may be that the peaks and val- 
leys of booms and depressions can be 
levelled off through the instrumentali- 
ties of managed money and other co- 
operating agencies. The experience of 
the last twelve months, however, may 
justify some doubt as to whether there 
is in Washington or elsewhere, any 
man or group of men possessing the 
necessary combination of right disposi- 
tion, wisdom and power to do the right 
thing at the right time. We need not 
worry about the adequacy of the power 
except with respect to intelligent co- 
ordination. — Edward K. Woodworth, 
president, New Hampshire Savings 
Bank, Concord, N. H. 


PRIVATE VS. GOVERNMENT 
ENTERPRISE 


Our country will sooner or later be 
called upon to decide whether or not 
it desires business conducted through 
Government instrumentalities or through 
private concerns. The two cannot long 
exist side by side, because private en- 
terprise cannot survive—H. H. Rein- 
hard, vice-president, Mercantile-Com- 
merce Bank & Trust Company, St. 
Louis. 
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ABA evolves principles for 
sound banking board law 


HE public, the government, and 

financial institutions should all be 

represented on state banking boards 
created to regulate banks and other 
financial Jinstitutions, according to a 
study of such boards made by the 
American Bankers Association and pub- 
lished by its Research Council of 
which Gurden Edwards is director. 

In an analysis of the various laws 
creating and empowering _ banking 
boards, it discloses that thirty-one 
states have made statutory provision for 
some type of board. There were thirty- 
two until last year when Michigan re- 
pealed its statute. 

The character and powers of the 
various boards are described and clas- 
sified. In addition, the study reports 
the attitude toward and experience of 
the states with banking boards as as- 
certained through questionnaires sent 
to members of the State Legislative 
Council, secretaries of state bankers 
associations, superintendents and com- 
missioners of banking, and members of 
state banking boards. 

The conclusions of the committee are 
expressed in a series of seventeen prin- 
ciples recommended for embodiment 
in legislation to establish banking 
boards and a model banking board law 
combining those sections of existing 
laws of the various states which the 
committee feels conform to these prin- 
ciples. The seventeen principles are: 

1. The financial institutions, the pub- 
lic, and the state government should 
be represented on the banking board. 
The financial institutions should be 
represented by members of both large 
and small banks and also by members 
of one or more of the various types of 
financial institutions under the super- 
vision of the Department of Banking. 

2. The number and qualifications of 
the members of the banking board 
should be such as to represent geogra- 
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phically and by their interests a fair 
cross-section of the financial and public 
interests of the particular state. 

3. The interests of the state may be 
adequately represented by the member- 
ship of the Superintendent of Banks 
{or similar supervising authority) on 
the banking board. Of the appointive 
members of the board, a majority 
should be appointed by the Governor 
from a list of nominees selected by the 
banking institutions of the state. This 
list of nominees should be double or 
treble the number of the members to 
be appointed. The banking institutions 
should select their nominees through 
their respective state associations. The 
remaining members of the board should 
be appointed by the Governor to repre- 
sent such other financial institutions as 
are under the supervision of the Bank- 
ing Department, and to represent the 
public interest. 

4. The members of the board should 
be so appointed for fixed periods of 
time with the expiration of their respec- 
tive terms so arranged that the member- 
ship of the board will not be changed 
completely at any one time. 

5. Vacancies in the membership of 
the board should be filled in the same 
manner in which the original appoint- 
ment was made. 

6. Provision should be made for the 
removal of a member for cause shown 
after due notice and a proper hearing. 

7. No compensation should be paid 
to members of the board for their serv- 
ices, but adequate provision should be 
made to cover the expenses they may 
incur while rendering such service. 

8. A minimum number of regular 
meetings of the board should be re- 
quired. The time and place of meetings 
should be at the discretion of the 
board. 

9. The statute should make provi- 
sion both as to the number of mem- 
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bers necessary to constitute a quorum 
and as to the number of members neces- 
sary to take final action. 

10. The Superintendent of Banks 
should be the chairman of the board. 

11. The board should be granted in 
general terms the power to make and 
enforce all necessary rules and regula- 
tions for the enforcement of the bank- 
ing laws and the supervision of banks 
and other financial institutions. Apart 
from its power to establish the policies 
of supervision, the board should not 
be authorized to interfere with the 
Superintendent’s direct management 
and control of the Banking Department 
or with his administrative duties re- 
specting the supervision of banks and 
other financial institutions, except at 
his request, under which circumstances 
the board should have the authority to 
codperate with and advise the Super- 
intendent upon the matters he lays be- 
fore it. 

12. Specifically, the board should be 
empowered to prohibit thé continuance 
of practices it deems to be unsound, 
with authority to remove an officer or 
director who, after due notice, fails to 
comply with its orders. 

13. The laws governing the charter- 
ing of banks and other financial insti- 
tutions should provide that the board 
shall have the original authority to 
grant, or refuse to grant, charters to 
proposed banks and other financial in- 
stitutions, and to permit, or refuse to 
permit, the establishment of particular 
branch banks in those states permitting 
branches. Provision may be made giv- 
ing the right of appeal from the ruling 
of the banking board in these matters. 

14, The board should be authorized 
to order the closing of any bank or 
other financial institution whenever the 
Superintendent fails or refuses to order 
their closing in accordance with the 
law of the particular state. 

15. The board should be authorized 
to establish qualifications for the per- 
sonnel of the Banking Department. 

16. The board should be given the 
duty to recommend to the state legis- 
lature changes in the state banking laws. 

17. The board should be given power 
to deal with banking emergencies. 
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The committee which made the study 
consisted of A. T. Hibbard, president, 
Union Bank and Trust Company, 
Helena, Montana, chairman; Walter B. 
Stephens, executive _ vice-president, 
Home State Bank, Hobart, Oklahoma; 
Henry J. Nichols, vice-president, Na- 
tional Shawmut Bank, Boston, Massa- 
chusetts; A. L. M. Wiggins, president, 
Bank of Hartsville, Hartsville, South 
Carolina; Bert A. Lynch, president, 
Farmers Bank and Trust Company, 
Blytheville, Arkansas; Robert B. Wood, 
president, Adams County State Bank, 
Adams, Wisconsin; Frank F. Brooks, 
president, First National Bank, Pitts- 
burgh, Pennsylvania; B. S. Wellman, 
vice-president, Huntington National 
Bank, Columbus, Ohio. They were also 
assisted by staff members of the office 
of the General Counsel of the American 
Bankers Association. 


tO} 


THE RAILROAD SITUATION 


THE railroads are now in the throes of 
another crisis. Proposals and sugges- 
tions for a remedy are made in many 
quarters, and where these proposals 
are confined to generalities and merely 
illustrate concern as to the railroad in- 
dustry and the sad fate of railroad in- 
vestors they are socially and politically 
popular. But as soon as these proposals 
tend to become specific, and definitely 
outline some concrete action to restore 
railroad earning power, they run coun- 
ter to extremely strong social and poli- 
tical forces that have been largely re- 
sponsible in the past for the reduction 
of railroad earning power and which 
today continue to obstruct its restora- 
tion. 

The fundamental reason why definite 
suggestions to improve railroad earn- 
ings meet social and political resist- 
ance is because, under any set of con- 
ditions, an increase in net earnings 
necessitates either a reduction in ex- 
penses or an increase in charges to the 
public, or a combination of both. And 
either of these methods meets with 
strong popular resistance.—Fairman 


R. Dick. 
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Results of Franklin’s philanthropy 


THaT the purposes expressed in wills 
are sometimes incapable of being 
carried out is illustrated by the history 
of the will of Benjamin Franklin. 
Henry R. Kinsey, president of the Na- 
tional Association of Mutual Savings 
Banks, recently made available the re- 
sults of his research into the practical 
philanthropy of Franklin, as expressed 
in his will, and it is from this source 
that the following account is obtained. 

After expressing his gratitude to 
Boston, where he was born, and to 
Philadelphia, where he lived for many 
years, and stating that he wished to be 
serviceable to “both these towns,” he 
set up a fund to be used in advancing 
young men. The particular form of 


advancement was to aid apprentices. 


To effect the carrying out of this 
plan, Franklin provided in his will that 
£2000 be set aside, of which £1000 
was to go to Boston and a like amount 


to Philadelphia, the funds to be placed 


in trust to be used as later declared in 
the will. 


Further along, he commented, “If 
this plan is executed and succeeds as 
projected, without interruption for one 
hundred years, the sum will then be 
one hundred and thirty-one thousand 
pounds, of which I would have the 
managers of the donation to the town 
of Boston then lay out at their discre- 
tion one hundred thousand pounds in 
Public Works . . . The remaining thirty- 
one thousand pounds, I would have 
continue to be let out on interest in the 
manner above directed for another 
hundred years .. .” 

At the end of the second century the 
money was to be divided between Bos- 
ton and Massachusetts and Philadel- 
phia and Pennsylvania. But Frank- 
lin could not possibly foresee that 
the old institution of apprenticeship 
would disappear long before the first 
hundred years. Court decrees in the 
two cities changed his will so that loans 
might be made to others beside appren- 
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tices, for comparative purposes. By 
1890, on the completion of the first 
century, the Franklin fund in Philadel- 
phia had reached $90,000—not the 
$650,000 that the donor expected, owing 
to slower rate of turnover than he an- 
ticipated and reductions of the interest 
rate. So in this case his dream of pounds 
by the millions fell short of realization. 
Also potential heirs promptly filed 
claims. This litigation delayed use of 
the money for some time, but in 1908 
$133,000 finally was granted to the 
Franklin Institute building fund, the 
basis of that leading technical institu- 
tion. There remained $42,000 to con- 
tinue accumulating until 1990, at which 
time this capital will be divided be- 
tween the city and the state. At the end 
of 1937 the sum was $135,000. 

While the philosopher’s gift to Phila- 
delphia grew at a moderate rate, his 
identical gift to Boston increased faster. 
By 1890 the fund in that city amounted 
to $391,000, roughly two-thirds of the 
sum he thought would accrue. In 1894, 
when the capital had reached $431,000, 
the trustees divided it into two parts, 
one of $329,000 and the other of 
$102,000. 

The former sum then was dedicated 
to “public works” and in 1908 these 
took form in the Franklin Union, an- 
other outstanding technical institution 
of today. Meanwhile, the second sum 
of $102,000 has expanded to the impos- 
ing total of $650,000. When the second 
hundred years rolls around in 1990 this 
capital should represent considerably 
more than $1,000,000, thereby achiev- 
ing the goal of its founder. Substan- 
tially the whole amount in hand at 
present has been invested in accordance 
with the security list of Massachusetts 
mutual savings banks. 

Just previous to completion of the 
Franklin Union, its funds were doubled 
by Andrew Carnegie with a gift of 
$468,000. Bearing in mind the example 
of Franklin, another Boston citizen, 
former Mayor John F. Fitzgerald, like- 
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wise has given the Union $1000 to be 
kept at interest 100 years. Speaking of 
the Union, Carnegie once remarked, “We 
are helping only those who show an 
intense desire and strong determination 
to help themselves—the only class 
worth helping, the only class that it is 
possible to help, to any extent.” 

Turning over this thought, Mr. Kin- 
sey added one of his own. “We well 
may say that there never’ was a better 
example of long range planning than 
that set for us by Franklin. Nowadays 
we hear a great deal about planning for 
the future, but I can think of no other 
instance on record to compare with the 
wisdom of Franklin. Emphatically it 
teaches us one thing—individual initia- 
tive has been the mainspring of our na- 
tional development, and we _ should 
guard against any attempt to stifle that 
spirit.” 

© 


“THEM QUESTIONNAIRES” 


IT is an unusual banker these days who 
does not find in his week’s mail at 
least one questionnaire to be filled in 
and returned. It is quite natural to 
look on these demands for information 
as a nuisance and a pest and to con- 
sign the bulk of them to the waste 
basket. 

However, there is another side to the 
picture as is quite adequately brought 
out in the following article which is 
taken from a recent issue of The Kan- 
sas Banker, official organ of the Kansas 
Bankers Association: 

It will be nothing strange if banks should 


become somewhat weary and even im- 
patient at times in the almost daily de- 
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New York City 


mands made upon them to “please ma’am 
fill out and return immediately the enclosed 
questionnaire.” They do. come to every 
banker’s desk with what seems to the 
banker to be almost unreasonable fre- 
quency. Some of them are short and simple 
and easily disposed of; others require con- 
siderable calculation to assemble the facts 
and no little painstaking in formulating 
replies, and ofttimes it must be these inter- 
ruptions, if such they be, come at most in- 
convenient if not impossible times. 


The Kansas Bankers Association knows 
all this and yet is itself the chief of sinners. 
Nobody razzes the members of the K. B. A. 
internally and externally and eternally and 
keeps on buzzing the button more inter- 
minably than does the little power house 
of ye K. B. A. at the corner of 6th and 
the Avenue, Topeka. The marvel is that 
the membership stands for it so graciously 
and responds to it with such generous 
liberality. 

No one of the membership nor all of 
them together, can appreciate and appraise 
the value of this fine service anywhere near 
so adequately as can the central office it- 
self. By no other means than by the ques- 
tionnaire process could the association 
acquire and amass the large fund of aggre- 
gate and classified information which every 
individual bank needs and wishes to have 
and which the banks individually and col- 
lectively look and have the right to look 
to the Association to assemble. 

Similarly the Kansas Bankers Association 
in common with all other banker associa- 
tions in the states is visited with astonish- 
ing frequency with like questiinnaires from 
high sources the answers to which the re- 
spective state associations are presumed to 
be prepared to give. 

This paragraph is written, first, as an 
expression of gratitude to the faithful mem- 
bers of the K. B. A. for their ready will- 
ingness to complete and return these many 
and varied referendum or questionnaire 
forms, and second, to indicate some appro- 
priate evaluation of their worth in the 
broad scheme of things within both state 
and nation-wide constituencies. 
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National banking system has 
seventy-fifth anniversary 


T was just a little more than seventy- 
five years ago (February 25, 1863) 
that President Lincoln signed the 

measure now known as the National 
Banking Act. That the system has en- 
dured thus long is, at least, a tribute 
to its staying powers, and perhaps an 
indication that it has measurably met 
the aims of its original sponsors. In 
one particular that aim is being amply 
fulfilled—that is in providing a market 
for Government bonds. In addition to 
providing the country with a uniform 
system of banking, it was the purpose 
of the new act to furnish a market for 
United States bonds and to establish a 
sound and uniform currency. 

As a matter of fact, the support af- 
forded by the first purpose was not 
very great during the Civil War period, 
though subsequently for many years, 
and especially at the present time, the 
national banks have supplied a ready 
market for Treasury obligations. 

The other objective, that of providing 
a sound and safe currency, supported 
by a pledge of Government bonds, was 
achieved, although in practice a bond- 
secured currency disclosed several de- 
fects. But the national bank notes were 
safe, since the Government was virtually 
pledged to redeem them. Later, with 
the creation of the Federal Reserve 
System, the privilege of issuing national 
bank notes lapsed, and this form of 
currency is now gradually passing out 
of existence, its place being taken by 
notes of the Federal Reserve banks. 
Originally, these issues differed entirely 
from national bank notes, being secured 
by gold and commercial paper, though 
under the pressure of emergency legis- 
lation, the possible character of the 
Federal Reserve issues has been some- 
what altered from their original nature. 


Fluctuations in the System 


There were in existence, as of June 
30, 1922, 8249 national banks, with de- 
308 


posits of $16,328,820,000. By June 30, 
1937, the number had fallen to 5299, 
but their deposits had increased to $26,- 
765,913,000. 

From 1912 to 1927 in only two years 
did the failures of national banks ex- 
ceed 100, there being 127 failures in 
1924 and 111 in 1927. But in the three 


President Lincoln signed the 
National Banking Act on Febru- 
ary 25, 1863. Here is a brief 
summary of how the system has 
developed during its first seventy- 
five years. 


years, 1931, 1932 and 1933, the failures 
in each year exceeded 300, and the 
total for the three-year period was 
1075. After 1933 such failures almost 
entirely ceased, one in 1934, four in 
1935, none in 1936, and four in 1937. 
(Figures are as of June 30 in each 
year.) 

The marked decline in the rate of 
national bank mortality may be ascribed 
to at least three causes—improved legis- 
lation, the weeding out of weak banks, 
and the institution of deposit insurance, 
which became effective January 1, 1934. 
At first deposits were insured to the 
amount of $2500, but the amount was 
raised to $5000 on July 1, 1934. As 
of June 30, 1937, there were 5299 na- 
tional banks, the total number of in- 
sured banks was 13,941, the difference 
representing the number of state banks 
participating in the deposit-insurance 
plan. That the insured banks are ex- 
empt from failure to a greater extent 
than are those uninsured, does not fully 
appear from the fact that out of fifty- 
five bank failures in the United States 
during the year ended October 31, 1937, 
forty-seven were insured. Of this forty- 
seven insured banks, four were national 
banks, two were state banks, members 
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of the Federal Reserve System, and 
forty-one were state non-member banks. 
But the marked decline in bank fail- 
ures since deposit insuranee became ef- 
fective strongly supports the effect of 
that measure in reducing the number 
of banking mortalities. 


Uniform System Not Achieved 


But one purpose of the National 
Banking Act—to establish a uniform 
system of banking—has not been 
achieved. There are still forty-nine 
systems in existence. The law enacted 
seventy-five years ago did provide for 
such a system, but for various reasons 
the banking capital of the country did 
not choose to embark under the national 
system. This was chiefly due to the 
fact that the state laws, for a long time 
at least, were the more liberal. Banks 
could be organized, in many states, with 
smaller capital, and could engage in 
operations prohibited to the national 
institutions. In the course of time, 
some of these differences have disap- 
peared, but still numerically the state 
banks are in the lead, as they are in 
point of total assets. As of June 30, 
1937, the aggregate assets of all active 
banks was $68,941,069,000, while the 
figures for the national banks were 
$30,337,071,000. 


Net Profits of the System 


From 1918 to 1930, the net addition 
to profits of the national banks was, 
with the exception of two years (1922 
and 1924), well above $200,000,000 an- 
nually, and in one year (1929) it rose 
to $301,804,000. By 1931 the figure 
had dropped to $52,541,000. For the 
three following years no addition was 
made, the deficit being: 1932, $139,- 
780,000; 1933, $218,384,000; 1934, 
$303,546,000. In the following year 
the net addition to profits was $71,- 
372,000; in 1936, $241,654,000, and in 
1937, $286,561,000. 


Changes in the National System 


Since the creation of the national sys- 
tem, many changes in it have taken 


place. The note-issuing privilege has 


lapsed; reserves have been concen- 
trated; real-estate loans authorized, and 
deposit insurance put into operation. 
But some of the outstanding provisions 
of the original act remain unchanged; 
the national banks operate under a uni- 
form law (although there are some dif- 
ferences as to capitalization and re- 
serves, according to population of the 
cities where the banks are located), and 
the banks are under a central system 
of supervision. 

Another change in the character of 
the national banks, especially in recent 
years, is the proportionate increase in 
their investments relative to loans and 
discounts, and this change has arisen, 
in part, from the heavy purchases of 
United States bonds made necessary by 
large and continuous borrowings by the 
Treasury. 

From a recent statement of the Comp- 
troller of the Currency, it is learned 
that on December 31 the national banks 
had loans and discounts amounting to 
$8,809,448,000, and Federal obligations 
of $8,072,882,000. This statement also 
showed that for the last three calls of 
condition of the national banks com- 
mercial loans had increased while 
holdings of obligations of the Govern- 
ment decreased. 

The decline in loans and discount 
has been due chiefly to a falling off in 
production and trade, although the 
growth of corporate resources has re- 
duced the necessity of borrowing to an 
important extent. It is the opinion of 
many bankers that, for a long time to 
come, investments will continue to be 
greater than loans and discounts, thus 
measurably changing the character of 
banking problems. 

That the country has not taken ad- 
vantage of the unifying of its varied 
banking system, as envisaged in the 
National Banking Act, may be ascribed 
to the country’s wide geographical ex- 
tent and to the diversity of its interests. 
Many consider this unification as highly 
desirable, but by perhaps an equal 
number of bankers it is vigorously op- 
posed. At present, the day of a uni- 
form system of banking for the United 
States appears far distant. 
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The confusion regarding money 


UESTIONS relating to govern- 

mental control of money are very 

much to the fore in these days 
when there is great confusion through- 
out the political and economic world 
concerning theories and practices of 
money. This confusion is not confined 
to the illiterate. Most intelligent lay- 
men are in a dense fog in relation to 
the correct definition of “money.” 

This fog spreads out to alleged ex- 
perts on money theory. Economists, 
writers, bankers and expert accountants 
take opposite sides. This confusion is 
worse confounded by the appearance of 
book after book and treatise after treat- 
ise upon the meaning and office of 
money. All the more surprising since 
every mother’s son of us uses money 
daily; knows how it looks and feels 
and sometimes even more poignantly 
knows how it feels to be without it! 

There are many reasons why prob- 
lems of money cannot be evaded and 
so to begin with we ask the following 
questions: 1. Are bank checks money? 
2. Are demand-deposits in banks 
money? 3. Is the transfer of a check 
from one person to another a transfer 
of money? 4. Does the check become 
money when the receiver deposits it at 
his bank? 

These are comparatively simple ques- 
tions but they are questions of vital 
importance, directly or indirectly, to 
every one in this country. Yet if these 
questions be put to bankers, economists, 
writers of books on money, financial 
commentators in the press, or to intel- 
ligent citizens generally, there would 
be found no considerable agreement in 
answers to them. 

These questions are brought em- 
phatically to public attention once 
more by the recently announced change 
of policy by the Government of the 
United States (February, 1938) in re- 
lation to incoming metal gold shipped 
from foreign countries. The United 
States Treasury has ruled that, until 
310 


By Harvey S. CHASE 


other policy is announced, gold coming 
to this country to the value of one hun- 
dred millions of dollars during a three 
months’ period, shall not be seques- 
trated in treasury vaults innocuously 
but shall be delivered to banks in gold 
certificates, thereby increasing the 
credit-accounts of the Government at 
those banks. This increase of credits 


This article and another which 
will appear in May are portions 
of Chapter XI of the author’s 
forthcoming book ‘‘American 
Government from the Inside.’’ 

Mr. Chase is a certified public 
accountant of many years’ ex- 
perience and was formerly presi- 
dent of the Massachusetts Society 
of Certified Public Accountants 
and vice-president of the Ameri- 
can Institute of Accountants. 


at banks will permit the Government to 
draw increased orders on these banks, 
in the form of checks or otherwise, to 
pay its current liabilities—pay rolls, 
invoices, supply bills, etc. In the 
language of the day the Government 
has built up its demand-deposits and 
thereby increased the general supply of 
money in the country This unexpected 
occurrence in the business world should 
awaken interest in careful analyses of 
such happenings in order to determine 
whether or not the ordinarily accepted 
point of view concerning bank-deposits 
as money is valid. 

Despite the fact that the great ma- 
jority of books on money and a major- 
ity of the recognized economists in this 
country and eleswhere, as well as a 
large proportion of every-day bankers 
and brokers declare that demand- 
deposits in banks are money and com- 
prise 90 per cent. or more of the total 
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money in the country, these views are 
declared to be mistaken by other econ- 
omists, bankers, accountants and efh- 
cient business men, who say that bank- 
deposits are not “money,” but represent 
merely debts of the banks to their cus- 
tomers; that bank-deposits are not 
“common media of exchange,” which 
is the economic definition of money. 
They say further that bank-deposits are 
not even “common means of payment,” 
i.e., not means-of-payment accepted 
universally as coin and currency are 
accepted. Moreover they state, with 
logic, that bank deposits have none of 
the characteristics of accepted “media 
of exchange.” They are not tangible; 
they do not pass from hand to hand; 
they are mere bookkeeping entries ac- 
knowledging banks’ liabilities, which 
are transferred by means of checks from 
one bank to another bank, or from one 
account in a bank to another account 
in the same bank. This body of critics 
goes on to assert that checks are not 
money either, even though acting tem- 
porarily as means-of-payment in a 
limited way. 

To the present writer—who neces- 
sarily looks at these controversial mat- 
ters from the point of view of a public 
accountant, i.e., from the universally 
accepted principles of double-entry ac- 
countancy, which form the basis of the 
vast majority of business dealings and 
records throughout the civilized world 
—it appears that those who affirm that 
“bank-deposits are money” have left 
out of consideration certain of these 
universally accepted principles and 
have forgotten, or have failed to com- 
prehend, that bank-deposits, as such, are 
not resources of the banks. They are 
not records of available assets but are 
only acknowledgments of liabilities— 
debts, which the banks owe to their 
customers. 

Bank-deposits are of several kinds: 
demand-deposits, time-deposits, savings 
deposits, etc. Demand-deposits only 
should be considered in this discussion. 
In the first place it should be admitted 
that the use of “deposits” as a term is 
incorrect when applied to the general 
run of “demand-deposits” based upon 
notes and loans. Such “deposits” do 
not originate through an actual deposi- 
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tor who places in the care of the bank 
his cash money (a true deposit) sub- 
ject to repayment to him at any time 
on his written demand. The custom, 
however, of lumping all classes of bank 
liabilities of this nature under the head 
of “deposits” is so general that we must 
accept the term, but qualify it by modi- 
fying elements “demand,” “time,” 
“savings,” etc. 

We are considering, therefore, de- 
mand-deposits which in banking pro- 
cedure arise from the process of making 
loans to customers of the bank. In 
this country “overdrafts” in the British 
sense are not common as in England. 
Here the usual method is to take from 
the customer his promissory note (se- 
cured by collateral, or by his assured 
standing, or otherwise) for, say ten 
thousand dollars. The bank accepts this 
note as a good asset and records it on 
its books as a resource. The bank also 
records the same amount on its books 
as its liability to the customer. In the 
great majority of cases the bank merely 
sets up its debt to the customer (a “de- 
mand-deposit”) on its books subject to 
gradual payment through honoring and 
paying the customer’s checks as they 
reach the bank. 

The accepted principles of account- 
ancy are complied with by these two 
opposed entries, the asset, $10,000, and 
the liability, $10,000. The money in 
the case is in the assets’ side of the 
bank’s accounts, not on the liabilities 
side. The latter—the “deposit’’—repre- 
sents debt not money. It is merely a 
claim in favor of the depositor against 
the assets of the bank. 

This is true whatever the size of the 
loan entered by the bank as an asset 
and correspondingly acknowledged as a 
liability (deposit). It is equally true 
if the bank buys a promissory note or 
other obligation in the market, or if 
it buys Government bonds in the mar- 
ket from a dealer, or from the Govern- 
ment itself directly. In all cases, unless 
immediate cash is paid, the bank sets 
up the value of the purchase as an 
asset and also sets up the amount of its 
purchase as its debt to the seller or the 
Government. The payment of this debt 
begins when the seller or the Govern- 
ment issues checks to creditors who send 
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them in to be paid by the bank. These 
checks may come in directly, to be paid 
in cash over the counter, or they may 
reach the bank through the creditor’s 
deposit of the check to his own account 
at this bank, or another bank. If at 
the same bank, there is no transfer of 
money but merely transfer of the bank’s 
debt from one account to the other. If 
through a different bank, then the check, 
when entered in the second bank’s ac- 
count increases the latter’s debts and 
when charged to the depositor by the 
first bank, decreases its debts. The 
check, when it is returned from the sec- 
ond bank to the first bank and is paid 
by the first bank, decreases the first 
bank’s assets and increases the assets 
of the second bank. The double-entry 
balances in both banks are thereby 
completed and the books, as technically 
termed, are “in balance.” 


An Important Distinction 


There is a fact of fundamental im- 
portance in the distinction between (1) 
the office of a check in transferring 
“deposits” (which are merely claims 
against assets) from the first bank to 
the second bank and (2) the immediate 
requirement upon the first bank to pay 
the second bank for the check when 
the latter returns it. 

To make this plain to the reader in 
its simplest terms let us consider two 
banks in your own town. One of these 
is your bank, you have a “demand de- 
posit” there against which you draw 
checks. The other bank is your grocer’s 
bank where he has a demand-deposit. 
At the first of the new month when the 
grocery bill comes in, you draw your 
check to pay it and mail it to him. 
Your grocer receives the check and “de- 
posits” it at his bank. You have now 
paid the bill you say and the grocer 
acknowledges the fact. 

The grocer’s bank credits the gro- 
cer’s deposit account with the amount 
of your check, which increases his 
credit at his bank; that is to say his 
bank’s liabilities are increased by the 
amount of your check. His bank owes 
the grocer more than before. How and 
whence does his bank get cash assets to 
balance the increased liability? This is 
the point at issue. To get the required 
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cash assets the grocer’s bank sends 
your check to your bank and demands 
that your check be “paid.” Thereupon 
your bank takes currency out of its till 
to the amount of your check and sends 
it by messenger to the grocer’s bank. 
The latter puts the currency in its till, 
thereby increasing its cash assets. Its 
accounts are in balance. Meanwhile 
your bank has lost currency equal to 
the reduction of its liability to you and 
its accounts are in balance. 

All check transactions between banks 
are identical in results with this ex- 
ample. All the other elements of 
clearing-houses, reserve banks, transfers 
of credits and debits by bookkeeping, 
so far as they relate to check transac- 
tions, are merely so many short cuts 
whereby the transfer of currency be- 
tween banks is replaced by charges and 
credits at the clearing-houses or at re- 
serve banks. By this means great sav- 
ings of time, labor and expense to all 
banks are consummated, but the results 
do not differ in principle from the sim- 
ple illustration above: 

Now it is evident that the check in 
the first instance did not transfer money 
when it reached the grocer’s bank and 
was credited to the grocer’s account. 
On the contrary it conveyed a reduction 
of free money at the grocer’s bank as 
its liabilities had been increased. Evi- 
dently those economists, writers, bank- 
ers and alleged “experts” who declare 
the bank-deposits themselves to be 
money, thereby show that they are 
fatally lacking in comprehension of the 
realities of the banking process. They 
fail to “think through” these actualities. 
They stop short at the point where the 
check first reaches the second bank and 
thereby sets up an increased deposit— 
liability of that bank. They do not 
follow the actual transfer of money 
through the second operation whereby 
cash (or reserves) are transferred to the 
second bank when the check is paid 
by the first bank. 

This second operation is ordinarily 
hidden in the transfer through clearing 
house balancings, or by exchange of re- 
serve balances at a Federal Reserve 
bank. This escapes the attention of 
persons who look at these facts super- 
ficially. Whether this second opera- 
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tion is completed by the transfer of 
currency between the banks, or is done 
by means of a cashier’s check from the 
first bank, or is settled through the 
clearing house, or in a Federal Reserve 
bank, the results are identical. 

It is this transfer of assets, not the 
prior transfer of the deposit liability, 
which conveys money to the second 
bank from the first bank. It is plain, 
then, that the assertion that the trans- 
fer of the claim is the transfer of money 
is false. Similarly, the widespread al- 
legations that “bank-deposit balances 
are money created out of thin air by 
banks” are equally fallacious. 

There is, however, another consid- 
eration which is argued by the support- 
ers of the “deposits-are-money” theory, 
namely: That even if the “deposits” 
represent only claims against the bank’s 
assets from the point of view of the 
bank, the conditions are reversed when 
looked at from the viewpoint of the de- 
positor. From his standpoint his bank- 
deposit is his asset, while the promis- 
sory note he has given the bank is his 
liability. 

This statement is commonly accepted 
as true. But the depositor’s actual re- 
source is not the deposit, as such, but 
is his claim, recorded by the deposit, 
against the actual assets of the bank. 
It is the bank’s assets to which he looks 
for final security. If these are lost by 
theft, or speculation, or financial de- 
pression, there will remain no value in 
his deposit-balance however large it 
may still appear on the bank’s books 
or in his own check book. ‘The loss 
of the bank’s assets means the loss o 
the depositor’s real resources; his 
“money” has gone “with the wind,” or 
otherwise! It is evident that his “de- 
posit-balance” was not money. 


Money as Symbol 


A well known and _ entertaining 
writer on economics recently stated in 
print, “Neither you nor I, nor anyone 
else knows what ‘money’ is or how it 
works. . . . Its general laws, if any, are 
unknown to even the wisest banker or 
the profoundest economist.... A 
large part of all dollar transactions are 
accomplished by the transfer of num- 
bers from one ledger sheet to another. 
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. . . The value behind the symbol is 
doctrinal.” Leaving out the delight in 
hyperbole, which is evident in these ex- 
pressions, these sentences illustrate the 
floating ideas about the mystery of 
money which are at the basis of the 
confusion about the nature of the “com- 
mon medium of exchange.” 

The reference to “the transfer of 
numbers from one ledger to another” 
portrays exactly the confusion in the 
minds of this writer and hundreds of 
others in books and pamphlets concern- 
ing money. It has been made evident, 
however, that the “transfer of numbers 
from one ledger to another” has no 
significance in itself. These quotations 
show that this author, like so many 
others, has never taken the time and 
pains necessary to understand the ac- 
tual operations in the “transfer of 
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numbers.” Thousands like him flit 
lightly over the familiar terrain, vision- 
ing checks transferring money by 
changes in banks’ ledger entries. They 
have never thought through to the 
nucleus of such a transaction. This 
nucleus can be found only in the or- 
dinarily hidden secondary transfer 
from bank to bank consisting of the 
payment of cash or other assets by the 
bank against which the check is drawn, 
to the second bank in which the check 
has been deposited by the receiver. 


If these “mystery of money” people 
would visualize this factual process and 
get down into the “real world,” the 
mystery would be solved for them as 
well as for their much suffering audi- 
ences. Money is never transferred by 
checks from one bank to another bank. 
Money is only transferred when good 
asests, against which checks are merely 
claims, are sent by one bank to another 
bank equal to the amounts claimed by 
the checks. This is true of all the mil- 
lions of check transactions in all the 
banks of the world. So simple and 
fundamental a fact as this escapes the 
superficial attention of the mystery 
people. It escapes their attention be- 
cause they have not patience nor in- 
telligent curiosity enough to dig into 
the facts and visualize the real process 
once for all and thereupon drop their 
pseudo explanations and kittenish mis- 
understandings. 

Take Social Credit, for instance, 
whose high mogul Major Douglas says 
that “bankers create money by strokes 
of their pens from nothing.” “Out of 
thin air” is a favorite phrase, thereby 
misleading thousands of sincere but ill- 
informed persons. Major Douglas fur- 
ther says: “Banks acquire securities 
(stocks and bonds) for nothing” when 
purchased in the open market or from 
the Government. All the banker has 
to do is, “with a stroke of the pen,” to 
set up a “deposit” in his ledger for the 
amount of the securities. That’s all! 
Just a line in a book! That pays for 
them, with no further trouble to the 
banker! Wonderful idea, this, when 


stated in its simplest terms. But Major 
Douglas and his ilk do not state it in 
simple terms. They complicate it with 
“drafts upon itself” which “increase the 
cash available” and “the process can 
be carried on to any extent.” 

Marvelous, but why should a banker 
ever stop in this process? If he can 
absorb securities at no expense and to 
any extent, why does he cease absorb- 
ing so long as daylight lasts? 

He does cease, however, long before 
daylight has ended, but the money- 
mystery people, bamboozled by their 
own intuitive complexities, never think 
of making this inquiry and thereby be 
led to look at facts instead of intuitions. 
The banker, who has to pay for these 
securities by redeeming checks against 
his bank drawn by the seller of the 
securities, knows full well that the pro- 
cess cannot “be carried on to any ex- 
tent.” He must part with other good 
assets of his bank, dollar for dollar, 
equivalent to the value of the securities 
he has bought. There is no Social 
Credit hocus-pocus about it. The naive 
imbecility of the mystery people excites 
only his ridicule until he realizes what 
abominable accusations are inferred in 
such false assertions and what astound- 
ing financial cul-de-sacs credulous folk 
are led into by the prophets of free 
money for everybody. Step up and get 
your dividend. You as a citizen are 
entitled to it. Not a “dole”—horrible 
word—but a free distribution based on 
the “general credit” of the Government! 


If one desires to understand to what 
lengths these proponents of money-mys- 
tery will go, he should read the story 
of Social Credit in the province of Al- 
berta, Canada. For sheer nonsense—in 
its original meaning—that experience 
during the past three years takes the 
frosted, jelly lined cake. Dr. Aberhard, 
the cake maker, has now been accused 
of putting poison in his cake, uncon- 
sciously of course and with complete 
“sincerity.” This is the only asset of 
the money mysteryists—their complete 
sincerity, now subject to depreciation 
at a compound interest rate. 
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The Graduate School of Banking 
a national institution 


By Epear A. Craic 


Treasurer, Dorchester Savings Bank, Dorchester, Mass. 


O amount of local banking educa- 
tional preparation is too great— 
no amount of local banking 

experience is too broad to serve as a 
foundation for the opportunities for en- 
largement which are now presented 
every June to a limited number of 
picked American bank executives at the 
Graduate School of Banking. 

You will find full agreement upon 
this statement among six hundred men 
who have entered the G. S. B. courses 
at Rutgers University during its first 
three years. Without exception, they 
consider themselves fortunate to have 
had the opportunity to broaden their 
local banking education and experience 
by studies and contacts in a banking 
group which is a national institution. 

A national institution—The Graduate 
School was national in its concept and 
national in the response which it en- 
gendered and continues to engender. 

The practical banking men, university 
professors, and government officials 
who compose its staff of educators hail 
from many sections of the United 
States. The student body, now at its 
full strength of six hundred (each year’s 
incoming class numbers two hundred), 
represents forty-five states, the District 
of Columbia, and Puerto Rico. 

Each man, whether instructor or 
student, brings to his classes-a view- 
point and an objective which, in the 
intensive daily interchanges of knowl- 
edge that form the process of education 
for The Graduate School, join to pro- 
duce a group mind, in which local and 
sectional viewpoints are enriched by a 
concept of the national whole. 

This June another class, the class of 
1940, will be inducted into the Gradu- 
ate Schol of Banking from the ranks 
of qualified bank executives and gradu- 
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Graduate School of Banking 


Where located 
Rutgers University, New Bruns- 
wick, New Jersey 
Inaugurated 
1935 
Fourth term 
June 20 to July 2, 1938 
Full course 
Three terms, two years 
Award 
Graduate School of Banking di- 
ploma 
Number receiving diplomas in 1937 
171 
Number receiving certificates of at- 
tendance in 1937 
20 
Student body 
Total accommodations—-600 
This year’s class 
Limited to 200 
Accommodations 
Rutgers University dormitories 
Number of classroom sessions in aver- 
age two weeks 
112 
Number of evening guest 
periods 
5 


lecturer 


Cost per term—tuition, room, and 
board in full 
$150 

Can students obtain loans to cover 
part of cost? 
Yes 

Courses in: 
Commercial Banking 
Trust Business and Trust Law 
Savings Banking 
Investments 
Banking Law 
Economics 
Philosophical Background of Cur- 
rent Economic and Social Problems 
Psychology in Public Relations 


ates of the American Institute of Bank- 
ing. Once again the class will be 
limited to two hundred men, picked 
from the applicants from one end of 
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the country to another. Again, the un- 
derlying concept of the school as a na- 
tional institution will be one of the 
factors governing the selection of candi- 
dates for its classes. There will be 
limits upon the proportion of students 
admitted from any section of the coun- 
try as well as limits below which the 
educational preparation and banking 
experience of candidates will not be per- 
mitted to fall. As in previous years, it 
will be wiser to make application early 
rather than late for the class to be ad- 
mitted to The Graduate School in June 
of this year. Once the two hundred 
are accepted, the rolls are closed for 
another year. 

What is this graduate school? Only 
those who have participated in its cur- 
ricula or watched its classes in action 
really feel the dynamic force which it 
is in American banking. 

“Gallant 600,” C. B. Axford, editor 
of the American Banker, who has 


watched The Graduate School with en- 
thusiasm from its rousing start in 1935, 
called the student body in an editorial 
last year which was an eloquent testi- 
mony to the spirit of the men—instruc- 


tors and _ banker-students—who are 
gathered at New Brunswick, New Jer- 
sey, “on the banks of the Old Raritan, 
where Old Rutgers evermore shall 
stand.” Tennyson’s “Gallant 600” re- 
ferred to a great troop of fighting men, 
mobile, alert, advance guard of the 
British who heard the call of duty and 
gave their lives at Balaclava. The 
“Gallant 600” of The Graduate School 
have equally seen their duty and oppor- 
tunity to fight in the advance guard of 
better trained bankers in the United 
States, and. to the best of their ability, 
give their lives and reap the rewards 
of better training in their chosen pro- 
fession. 

The “fighting” simile is not ill- 
chosen. It is one of the things which 
was breathed into the spirit of The 
Graduate School when it was created— 
the fighting heart. Perhaps it is only 
an exemplification of the “never-say- 
die” spirit which has built up the 
American Institute of Banking from its 
small, self-generated start in 1900,: to 
an organization of 43,000 American 
banking students, which has been recog- 
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nized as the greatest and most success- 
ful venture in the world of industrial 
and business adult education. 

The Graduate School sets a pace 
which appeals to men who like to “put 
their teeth into a job, and see it 
through.” The course consists of three 
June sessions of two weeks each. The 
two weeks consist of days which are 
packed with classroom and group dis- 
cussion hours. With time out only for 
breakfast, luncheon, and dinner in the 
University Commons, and for an hour 
or so of athletics and recreation in the 
late afternoon, practically every hour 
of every day is accounted for by inten- 
sive application to the required and 
elective courses of the G. S. B. curricu- 
jum. Several nights a week dinner in 
the Commons is followed by forums at 
which nationally famous guest speakers 
present their views of some important 
banking or economic topic. 


Two weeks of this and a man has the 
satisfaction and the stimulation of feel- 
ing an appetite for more. And the 
G. S. B. requires more. There are two 
more two-week June sessions ahead in 
the two years to come, and the student 
is given the task of doing extension 
work in his major subject for eight 
months each year. In addition, he must 
prepare a thesis on a special banking 
subjected selected by him. The award- 
ing of the Graduate School diploma de- 
pends upon his satisfactory completion 
of the extension problems, the submis- 
sion of an acceptable thesis, and: the 
passing of an oral examination during 
his last resident session. 

Only 171 diplomas have been 
awarded to G. S. B. men, and those 
went to the men who pioneered through 
the first class of The Graduate School, 
the class of 1937, which was graduated 
last year. It will take ten years before 
2000 such awards have been won in the 
ranks of American banking. A man 
can be justly proud when he has one 
of these diplomas. But certainly his 
pride must be tempered by the fact that 
American banking and the fellows 
whom he has had for his friends in 
The Graduate School expect much more 
of him: in: the~future-than they expect 
of men who have had less opportunity 
for preparation for banking service. 
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BANKERS AT SCHOOL 
Bankers on their way to school at the Graduate School of Banking. 


The appeal of The Graduate School 
has been to men of all ages and ranks 
as executives. But no matter whether 
the G. S. B. student be a man whose 
hair is graying—and there are many 
such men in every G. S. B. class along 
side of the younger men—the G. S. B. 
men have a common denominator in 
age and spirit. They are young in their 
outlook toward the opportunities which 
can be embraced by the better-trained 
men in banking, and they are mature 
in their viewpoint of the responsibilities 
which the better-trained banker must 
undertake. 

Three years of sessions have brought 
the concept of The Graduate School of 
Banking to a thoroughly practical ap- 
plication. What was experimental in 
1935, is now proved. The instruction 
staff for the 1938 session brings to the 
student body the best of the previous 
instructors who were available for this 
term, plus several new men who are 
additional reasons for regarding this 
year’s term as furnishing the most at- 
tractive curricula of study yet offered. 

Altogether, the staff assembled by 
Dr. Harold Stonier enlists thirty-two 
men—banking executives, university 
professors, and government officials— 
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all recognized leaders in their field, but, 
what is more important, all teachers at 
heart. 

The former staff members who will 
be back on the rostra this June will in- 
clude such men as Atkins, Friedrich, 
Irwin, Keister, and Luthringer, in Eco- 
nomics; Barse in Banking Law; Agger, 
Bell, Burgess, Driscoll, Edwards, Mas- 
sie, Neil, Price, Scott, Stephenson, Wall, 
and Wolfe, in Commercial Banking and 
Trusts and Investments. 

New men this year are well worth 
mentioning: 

C. W. Bailey, president of The First 
National Bank of Clarksville, Tennes- 
see, and a student of the country bank 
and its credits problems. 

David C. Barry, vice-president of the 
Lincoln-Alliance Bank and Trust Com- 
pany, Rochester, New York, and a mem- 
ber of the class of 1937 of The Gradu- 
ate School of Banking. 

Philip A. Benson, first vice-president 
of the American Bankers Association, 
but chosen for G. S. B. lectures because 
of his practical experience as president 
and trustee of The Dime Savings Bank 
of Brooklyn and his educational back- 
ground as member of the council of 
New York University, former lecturer 

1988 317 





on real estateyat New York University, 
and special writer on real estate prin- 
ciples and practice. 

G. Fred Berger, treasurer of the Nor- 
ristown-Penn Trust Company, Norris- 
town, Pennsylvania, and a former New 
York State bank examiner. 

O. P. Decker, vice-president in charge 
of investments at the American Na- 
tional Bank and Trust Company of Chi- 
cago, Illinois; former lecturer in the 
finance department of Northwestern 
University and former editor of the 
University Journal of Business. 

Ernest M. Fisher, Ph. D., director of 
the Division of Economics and Statis- 
tics, Federal Housing Administration, 
and special consultant to the Depart- 
ment of Commerce in connection with 
the financial survey of urban housing 
and the real property inventory. Dr. 
Fisher was formedly instructor in com- 
merce at the University of Wisconsin, 
and professor of real estate manage- 
ment at the School of Business Admin- 
istration of. the University of Michigan. 


Robert L. Garner, vice-president and 
treasurer of the Guaranty Trust Com- 
pany of New York. 


Harry W. Hepner, associate profes- 
sor of psychology at Syracuse Univer- 
sity, and formerly in charge of person- 
nel research in several large business 
organizations, who during the past year 
has distinguished himself before the 
Financial Advertisers, Savings Banks, 
and other conventions by his applica- 
tion of business psychology to banking 
problems. 

Montfort Jones, professor of finance 
at the University of Pittsburgh. 


Harold A. Lyon, public relations 
counsel, former president of the Finan- 
cial Advertisers Association, and for- 
mer advertising manager of the Bankers 
Trust Company of New York City, 
whose firm serves the Savings Banks 
Association of the State of New York 
and numerous other banking organiza- 
tions. 

Everett Dean Martin, Litt. D., pro- 
fessor of social psychology at Clare- 
mont Colleges; head: of the department 
of social philosophy on leave of ab- 
sence from Cooper Union. 

William Powers, assistant . cashier 
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and manager of the personnel and 
training department of the National 
Bank of Detroit, also a member of the 
G. S. B. 1937 class. 

Earl B. Schwulst, first vice-president 
of the Bowery Savings Bank of New 
York City, one of the oldest mutual 
savings banks in the United States, for- 
mer advisor to the Central Bank: of 
Ecuador, vice-president and director of 
the Philippines National Bank, and 
with a background of important 
R. F. C., Commodity Credit Corpora- 
tion, and other Washington financial 
posts, 

The addition of savings bank men to 
the staff this year indicates the initia- 
tion of a new phase of Graduate School 
endeavor during the coming June term. 
Courses in Savings Bank Operation and 
Investments will be offered. For the 
savings bank man in the A. I. B., this 
means extension to him of the oppor- 
tunities for special advanced study 
which have been hitherto limited at the 
G. S. B. to the commercial bank and 
trust business field. For the men in 
the commercial bank and trust business 
field, however, it means additional 
competition for the limited number of 
admissions available for each new 
term. 

There will probably be a larger pro- 
portion of men at the Graduate School 
this year with their expenses paid, in 
whole or in part, by their banks. When 
the school was a new and novel experi- 
ment, banks were loath to invest in 
its product. Now, however, with the 
value of G. S. B. courses proved, it is 
likely that more banks will send their 
most promising staff members, or at 
least pay part of their expenses. The 
idea of having scholarships supported 
by individual banks for their qualified 
employees as an incentive to comple- 
tion of A. I. B. chapter study courses, 
seems well worth considering. The 
American Bankers Association, for its 
own part, has established a fund of 
$15,000 from which to grant loan 
scholarships to qualified applicants up 
to $150 per annum. 

The Rutgers gymnasium, with its 
large swimming pool and indoor and 
outdoor equipment, is one of the most 
modern in this country. In it is housed 
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Personal Trust Administration 
A Working Manual for Every Trust Department 


By CUTHBERT LEE 


Trust officers all over the country are finding this book of great practical help in 


solving their daily administrative problems. 


May we send you a copy on approval? 


Price: $5.00 
BANKERS PUBLISHING COMPANY 


465 MAIN ST., CAMBRIDGE, MASS. 


the commons, where the Graduate 
School men gather morning, noon and 
evening for their meals, enjoying the 
opportunity for fellowship and the 
stimulation of renewed contacts, group 
singing, and other activities which the 
club-like atmosphere of the mealtime 
hours achieves. 

But it takes more than equipment and 
a staff of instructors, and a student body 
and an objective, to make a successful 
university. Before these four things 
can create a truly great educational in- 
stitution of such national scope and 
meaning as the Graduate School of 
Banking conducted by the American 
Bankers Association at Rutgers Univer- 
sity, there must also be a fifth thing— 
leadership. 

The Graduate School has been given 
such leadership, and continues to have 
it, even though Dr. Harold Stonier has 
been drafted for the even greater job 
of leadership which the post of execu- 
tive manager of the American Bankers 
Association entails. As national educa- 
tional director of the American Insti- 
tute of Banking, Dr. Stonier distin- 
guished himself as a dynamic, stimulat- 
ing leader. The Graduate School was 
in large degree a logical development 
of his policies of upbuilding and ex- 
panding the A. I. B. and, to the 
G. S. B., every day of each term, he 
has given directional force and some 
of his own enthusiasm and determina- 


tion. He will deny that it was a one- 
man job, and he will credit the effi- 
ciency and smooth running manage- 
ment of the Graduate School program 
to “Dick” Hill, secretary of the Ameri- 
can Institute of Banking and of the 
American Bankers Association, who 
serves as registrar of the Graduate 
School and who does not know the 
meaning of the 40-hour week. But if 
any one alone is to be given credit for 
the swift climb to preéminence in 
American educational undertakings of 
the Graduate School of Banking, that 
credit should be given to Dr. Harold 
Stonier, who intended the school should 
be, and has made it, a national insti- 
tution. 
10) 


NEW BANKING SERVICES NEEDED 


BANKING should not get into a rut and 
expect to move along easily and com- 
fortably regardless of changing condi- 
tions. Banking in every form and sav- 
ings banking in particular, should be 
alive to the desires of the people for 
new forms of banking service. I am not 
going to suggest what we should do to 
give added service. I do suggest, how- 
ever, that we keep open minds for new 
ideas and cultivate a keen desire. to 
place our institutions in the forefront 
in giving banking service to the people. 
—Philip A. Benson, president, Dime 
Savings Bank, Brooklyn, N..Y. 
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INVESTMENT and FINANCE 


Edited by OSCAR LASDON 


CONVERTIBLE BONDS IN BANK PORTFOLIOS 


By Mitton MEYER 


RE convertible bonds a suitable 
medium for bank investment? In 
some financial circles, such is- 
sues are regarded as outside the field 
of legitimate investment. On the other 
hand, many institutions have benefited 
from the judicious selection and pur- 
chase of intermediate term, high-grade 
convertible obligations for their port- 
folios. 

There has been a great deal of con- 
troversy regarding the suitability of 
stock privilege issues for bond accounts, 
much of which has been adversely in- 
fluenced by the stigma attached to this 
type of obligation. To many a port- 
folio manager, it connotes speculative 
risk which, in conservative banking 
practice, can hardly be condoned. 
Affirmation of this principle is found 
in the regulations affecting bonds “eli- 
gible for purchase,” issued by the 
Comptroller of the Currency about two 
years ago. Official warning against 
speculation in securities was raised, 
with emphasis being placed on the dan- 
ger of purchasing convertible obliga- 
tions then selling at substantial pre- 
miums. 

The stigma attached to convertible 
issues arises from two main causes. In 
the first place, these securities have 
often been utilized by institutions pri- 
marily as media of speculation. Pro- 
hibited by law from making equity 
commitments, many institutions 
“played” convertibles in a big way in 
the recent period of rising stock prices. 
Secondly, recognition of the circum- 
stances surrounding the flotation of such 
securities is also partially responsible 
for distrust. In many cases, convertible 
privileges have served merely to 
camouflage a weak underlying bond po- 
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sition; without the special privilege, 
the bond would sell on a much higher 
yield basis in conformance with quota- 
tions prevailing for lesser quality ob- 
ligations. 

Despite the difficulties outlined, on 
numerous occasions it is possible for 
an institution to include convertible ob- 
ligations in its portfolio wthout run- 
ning risks beyond those usually at- 
tached to similar grade non-convertible 
bonds. To achieve such a result, dis- 
crimination in purchase must naturally 
be exerci -d. Such choice must have 
the benefit of the same care displayed 
in the selection of other issues for in- 
vestment. In other words, if a non- 
convertible obligation is analyzed care- 
fully before purchase, so must a 
convertible issue be examined closely 
before inclusion in the portfolio. Should 
investigation show the issue to be of 
acceptable quality, and selling at a quo- 
tation in line with similarly graded, 
non-convertible issues, it should not be 
barred. 

Some few years ago, when the craze 
for convertible issues was already in 
vogue, banks were willing to buy such 
issues at prices far above the call fig- 
ure and on a negligible yield basis. 
Price appreciation was the important 
factor. With considerable foresight, 
the Comptroller of the Currency issued 
regulations which sought to curb specu- 
lation; he ordered institutions holding 
convertible obligations to write off the 
premiums above the call price and, in 
general, lent official support to the 
thought that convertibles were unsuit- 
able for conservative, commercial bank 
investment. These curbs saved many 
institutions from a good deal of grief. 

But present conditions differ widely 
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from those prevalent in 1936. Then, 
industrial activity was expanding and 
equity values were advancing substan- 
tially. Convertible bonds, even at the 
date of issuance, commanded large pre- 
miums. Today, on the other hand, the 
“recession” is on our doorstep. Secu- 
rities, including convertibles, are sell- 
ing on a realistic basis such as is 
measured almost entirely by the under- 
lying financial strength of the corpora- 
tions they represent. Since flotation, 
convertible issues have become seasoned 
marketwise. The fact that many of 
them sell on yield bases comparable 
with similar grade bonds, and without 
the possibility of the conversion privi- 
lege being exercised profitably over the 
near-term, indicates that such issues are 
“standing on their own legs” without 
regard to the special feature attached. 

Certainly, no logical reason exists 
why such issues should be avoided 
merely because of a special privilege 
which may prove of value at some 
future date. As long as they meet the 
same tests required of other issues in 
the portfolio, there is no justification 
for their being excluded. If the con- 
version privilege does become of value 
in a period of better business, such ad- 
vantage should accrue to the bank and 
be justified as the result of good man- 
agement. 

Some portfolio managers have re- 
cently been led to believe that profit 
through betterment of portfolio values 
is proof of speculation. Such an idea, 
of course, is untenable. Many convert- 
ible issues, at present levels, constitute 
good investments rather than dangerous 
speculations. After all, the bond mar- 
ket is not static. Fluctuations in in- 
terest rates must eventually bring about 
changes in bond values. In a period 
of improved business, with larger com- 
mercial demands for funds, bond yields 
will rise and bond prices decline. On 
the other hand, those obligations boast- 
ing stock privilege opportunities will 
tend to resist the general trend and will 
instead reflect the improved earnings 
of industry. 

The point of this discussion is that 
hard and fast rules have their imper- 
fections. All formulae must be inter- 


Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT SCHOOL OF 


LANGUAGES 


New Yorr 630 Fifth Ave. CIrcle 6-1416 
International Bldg., Rockefeller Center 
Brooxktywn....1 DeKalb Ave. TRiangle 5-2123 
BALTIMORE Baltimore Life Building 
140 Newbury Street 

30 North Michigan Avenue 
Leader Building 

-David Whitney Building 
..226 S. 15th Street 
Grant Building 

1115 Connecticut Avenue 


DETROIT 
PHILADELPHIA 
PITTSBURGH 
WASHINGTON 


preted and modified in the light of ex- 
isting and future conditions. Reliance 
on past experience, while infinitely 
valuable, must not be followed to the 
exclusion of everything else. And so, 
while purchase of convertible obliga- 
tions was hardly good judgment under 
conditions existing a year ago, the 
present monetary and economic situa- 
tion justifies the inclusion of qualified 
issues in portfolios today. 


© 


UNIFORM CHARGES NEEDED 


Unirormity of practices and charges 
is needed in the banking business more 
than anything else today, and this uni- 
formity must be had if we are to suc- 
cessfully gain and hold the good will 
of our customers. It is not a question 
alone of gaining ground and building 
our institutions bigger and better. It 
is a question of keeping from sliding 
backward in the eyes of the public.— 
J. M. Sorenson, Vice-President, Stephens 
National Bank, Fremont, Nebr. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 





Affairs in general 


OF outstanding interest among recent 
events across the water is the absorp- 
tion of Austria by Germany. This 
dramatic happening has been followed 
by a swift decline of 50 per cent. in 
Austrian bonds, speculation as to the 
ultimate payment of the debt, and by 
a marked movement of foreign funds 
to this country. The dollar has rapidly 
appreciated in terms of European cur- 
rencies. 

There has been a recent change in 
the French cabinet, and the franc has 
fallen to the lowest level in a dozen 
years. 

British statesmanship, alarmed by 
the disturbed conditions in Eastern 
Europe, is preparing to add to its al- 
ready huge outlays for defense. 

The wars in China and Spain con- 
tinue. 


Great Britain 


THE beginning of the year did not show 
any change in the tendency of the coun- 
try’s foreign trade as compared with 
1937, imports showing a_ substantial 
rise, accompanied by smaller exports. 
But for the first month of 1938 both 
imports and exports were higher than 
for the same month since 1930. 


As the earnings of the leading banks 
for last year were very satisfactory, the 
prices of their shares have recently un- 
dergone 1 considerable rise. 


~~ 


Revenues of the country are showing 
an upturn, the total for the month of 
January of this year being £683,869,- 
000, compared with £648,343,000 for 
the same month last year. 


_— 


Considerable powers of resistance 
against the general tendency towards 
a recession are found by the Monthly 
Review of Lloyds Bank Limited. The 
activity in the iron, steel and engineer- 
ing industries remains unabated, and 
the worst that can be said is that new 
orders are beginning to be needed in 
certain isolated sections. Building re- 


mains active. 
~~ 


Because of the increased expenditures 
for national defense, the securities mar- 
ket had been subjected to a considerable 
decline, extending even to the gilt-edged 
class. Further pressure on the market 
arose on account of the German en- 
trance into Austria. Continued ease is 
reported in the money market. 


BANKERS INVITED 


FOREIGN BANKS ARE 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 


UR close contact with the commercial activities with seven 
Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


The Honorable SIR PHIROZE SETHNA, Kt., Chairman and Managing Director 
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CAPITAL 
Authorized 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


Gs CABLE ADDRESS: BANCO 
P10,000,000.00 @yii@eesill® HEAD OFFICE: MANILA 


ance 


BRANCHES 
Cebu, Iloilo, Zamboanga 


EIGHTY YBARS 
and more of experience and familiarity with local business conditions have placed our organization in an 


exceptionally favorable position to undertake commercial 


g, fiduciary and trustee business of every 


description in a country which, like the Philippines, is developing rapidly and offers considerable opper- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. Inquiries and correspondence invited. 


France 


PREssURE on the franc has increased in 
recent weeks, and it has fallen to a 
level below that reached in the past 
twelve years. This has been due to the 
inability of the country to work out 
a financial and economic program 
which would receive united support. 
The industrial recession has spread to 
France, further complicating the situa- 
tion. Wholesale price indices continue 
to rise. As to some extent counteract- 
ing unfavorable factors, fiscal receipts 
are increasing. As France is committed 
to the defense of the independence of 
Czechoslovakia, recent events have fur- 
nished additional cause for concern. 


Switzerland 


TuIs small and happy country has one 
annoying problem to be met—the defi- 
cit of the Swiss Federal Railways. 
While receipts from both freight and 
passenger traffic showed marked gains 
last year, leaving a surplus of 124 mil- 
lion francs, as compared with 78 mil- 
lion in 1936, the interest on the debt 
and other obligations call for some 146 
million francs annually. The deficit 
for 1937 was some 22 million francs, 
against 68 million in 1936. 

With their characteristic disposition 
to meet actualities, the Swiss Parlia- 
ment has provided for the solution of 
this problem by including in the budget 
of 1938 the sum of 43 million francs 
to be paid into a special reserve fund 
for reducing the railway debt. 


Hungary 


THIs country has, thus far, not only 
escaped the depression, but reports 
production and employment in industry 
at high figures, the number employed 
being even greater than in the record 
year 1928. And the country’s foreign 
trade is making a favorable showing, 
the balance of exports for 1937 being 
121.1 million pengé, compared with 
67.8 million in 1936. 


Poland 


Wuite in 1937 Poland increased its 
imports from Gerat Britain by nearly 
8 million zlotys compared with 1936, 
the increase from the United States ex- 
ceeded 30 million zlotys. Simultane- 
ously with a drop of Poland’s exports 
to Great Britain by over 2 million 
zlotys, Poland’s exports to the United 
States increased by nearly 34 million 
zlotys. Poland’s unfavorable trade bal- 
ance with the United States in 1937 
exceeded 48 million zlotys, while with 
Great Britain Poland recorded a favor- 
able trade balance of over 70 million 
zlotys. 


The Netherlands 


Imports into the country in 1937 in- 
creased by 534,669,000 florins, com- 
pared with 1936, and exports by 
401,986,000 florins, and the excess of 
imports. was greater by 132,683,000 
florins. - 

The Quarterly Review of Rotter- 
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damsche Bankvereeniging, commenting 
on the situation, says: “The reaction, 
however, has shown also to those circles 
that were inclined to attribute the im- 
provement of the situation purely and 
simply to the devaluation of the 
Guilder, that a monetary experiment is, 
after all, not such a universal remedy 
as some people think it is.” 


The Argentine 


REPORTING on business conditions in 
Argentina, Ernest Tornquist & Co. 
Limited state that the country has bene- 
fited greatly from improved economic 


INTERNATIONAL 


Banco pt Roma.—The board of direc- 
tors of the bank, at its last meeting, 
noting the substantial improvements re- 
ported in the various operations of the 
institution by its branches in Italy, in 
the Colonies, in the Ethiopian Empire 
and abroad, approved the statement of 
the bank at the end of the year 1937, 
which showed a net profit of lire 10,- 
891,000, after having made ample pro- 
visions for reserves. It was also de- 
cided to propose the distribution of a 
4 per cent. dividend on the capital 
stock, which amounts to lire 200,- 


000,000. 


KjoBENHAVNS HANDELSBANK, COPEN- 
HAGEN.—The report of this institution 
for the past year—its sixty-fifth—is con- 
sidered as satisfactory. After the neces- 
sary writings off for bad and doubtful 
debts, and extraordinary writings off on 
bank premises amounting to | mill. Kr., 


conditions of the past year. The national 
finances are in sound shape, there was 
a favorable trade balance in excess of 
750 million paper pesos—a figure sur- 
passed only in 1919—gold to the value 
of 230 million paper pesos was im- 
ported, while decreased failures and im- 
proved bank clearings further reflected 
the general upturn. 


Italy 


THE trade balance for 1937, net of 
trade with the Italian colonies, closes 
with a heavy deficit of 5640 million lire 
against 2053.0 million in 1936. 


BANKING NOTES 


the amount available aggregated Kr. 
9,133,058.52 inclusive of the balance 
carried forward from last year and of 
transfer from account for taxes, in all 
Kr. 2,304,604.90. 

The board of directors proposed to 
the general meeting that, in accordance 
with section 31 of the- articles of asso- 
ciation an amount of Kr. 482,845.36 be 
allocated to the extra reserve fund, that 
7 per cent. be paid as dividend, that 
Kr. 642,870.25 be allocated to the staff 
pension and benevolent fund, that an 
amount of Kr. 850,000 be transferred 
to the account for future taxes, and that 
Kr. 2,979,376.04 be carried forward to 
next account. 


WESTMINSTER BANK LIMITED.—The di- 
rectors announce the appointment of 
J. H. Arnold as secretary of the bank, 
in place of Frederick Mytton who re- 
tires on pension, after forty-seven years’ 
service. 


Christiania Bank og Kreditkasse 


Oslo, Norway 


Telegraphic address: Kreditkassen 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BusINEss OF EVERY 
DESCRIPTION TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 
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Head Office: Montreal 


C: overing CANADA 


. .. and Knowing Conditions 


BANK OF MONTREAL 


Established 1817 


OVER 500 BRANCHES IN CANADA 


OFFICES in the UNITED STATES 


New York Agency: - 64 Wall Street 
Chicago Office: 27 South La Salle Street 


San Francisco Office : Bank of Montreal 
(San Francisco) — 333 California Street 


TOTAL ASSETS IN EXCESS OF $800,000,000 ,¢:ii°. 





Current conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated March 23, 1938, 

comments as follows on the Ca- 
nadian situation: 

“While reports from various prov- 
inces tell of a falling off in wholesale 
and retail trade in certain sections, the 
average recession has not been acute. 
Thus official reports in respect to retail 
trade in February show that the sales 
of department stores were 1.7 per cent. 
lower in value than in February, 1937, 
and country storekeepers report a simi- 
lar decline. At the present time there 
is a fairly satisfactory movement of sea- 
sonal spring goods like lighter cloth- 
ing, especially of the cheaper varieties, 
and sales of hardware and other house- 
hold equipment are up to expectations, 
but in other lines merchants, in order to 
maintain their volume of business, are 
finding it necessary in many places to 
resort to heavily advertised special 
sales. As a consequence they are hesi- 
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tant about making heavy commitments 
ahead, but they are hopeful that the 
advent of warmer weather will bring an 
improvement, particularly if the pres- 
ent promise of a better western grain 
crop is fulfilled. 

“In the industrial field there have 
been reductions in the scale of operation 
by a number of industries. The pri- 
mary iron and steel industries have cur- 
tailed their production, but from now 
on both they and a group of equipment 
industries willbe greatly helped by or- 
ders for 15 million dollars’ worth of 
new railway rolling stock which the 
Canadian Pacific Railway has just 
placed and by large orders from other 
sources for airplanes and various kinds 
of equipment. The improved crop 
prospects in the West are stimulating 
the sales of farm implements, and in 
some parts of the prairie country the 
value of orders for new machinery for 
spring delivery is 30 per cent. higher 
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than a year ago. The livestock indus- 
try is suffering from a marked decline 
in the exports of cattle to the American 
market, but shipments to Great Britain 
have risen. Milk production is begin- 
ning to increase and dairy farmers are 
profiting by a sharp rise in the price 
of butter, the wholesale price of which 
at the middle of March was 36.5 cents 
per lb., or 33 per cent. higher than a 
year ago. Reports from the West indi- 
cate that moisture conditions over a 
large area of the Prairie Provinces are 
more encouraging than they have been 
in any recent spring. Stocks of Ca- 
nadian wheat in store are low, amount- 
ing on March 10 to 47,010,971 bushels 
as compared with 86,319,381 on March 
12 last year. 

“Marked activity continues in the 
mining fields, with heavy production of 
copper, nickel, lead, zinc and gold. 
Newsprint mills are operating much be- 
low their capacity owing to the situation 
in the United States, their output for 
February being 202,601 tons as com- 
pared with 276,419 tons in February, 
1937, while exports of woodpulp were 
881,021 cwts. as compared with 1,139,- 
987. The falling off in newsprint pro- 
duction has been the main cause of the 
first break in four years in the record 
of increases in electrical power output, 
when compared with the corresponding 
month of the previous year. There has 
been an increased export demand for 
some of British Columbia’s lumber 
products. In regard to the ‘heavy’ in- 
dustries, the output of pig iron in 
February, 61,447 tons, was almost as 
great as in February, 1937, when it was 
61,995 tons, but there was a drop in 
output of steel, which was 98,980 tons 
as compared with 111,823. The auto- 
mobile plants have curtailed their op- 
erations somewhat, as have woolen fac- 
tories, but in February imports of 
cotton yarn, at 511,403 lbs., were up as 
compared with the figure for February, 
1937, 469,425 lbs. The sugar refineries 
remain busy, though somewhat slacker 
than at this time last year.” 

~~ 


From the Monthly Commercial Letter 
of the Canadian Bank of Commerce for 
March it is learned that out of a num- 
ber of reports of individual industries 
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45 per cent. showed February produc- 
tion as equal to that of the preceding 
month, while 25 per cent. report ex- 
pansion. But it is added that this “com- 
paratively favorable situation should 
not, of course, obscure the downturn in 
general industry late in 1937, from 
which there has yet been no recovery 
except that of seasonal character. Nor 
should the present situation be regarded 
as equal to that of a year ago, when 
some of the most stimulating factors 
ever experienced by this country were 
operative. In fact, we have found in 
our latest survey that 60 per cent. of 
the industrial units were less active in 
February than a year previous. 

“Tt is clearly apparent, however, that 
the impact upon Canadian industry of 
the downward trend in world economy, 
following the American slump, has been 
less severe than was expected. 

“Steel production in January of this 
year rose over December, 1937, to a 
point only slightly below that of Janu- 
ary, 1937. Automobile production de- 
clined below the early winter peak, but 
the January figure was the highest on 
record for that month with the excep- 
tion of 1937 and 1929. This produc- 
tion figure, however, does not tell the 
whole story. During the past year or 
two the major automobile companies 
have made large plant extensions with 
the object of doing more of their manu- 
facturing in Canada and importing less 
of their requirements from American 
plants; the effect of this was seen in 
one of the principal districts where 
automotive employes were recorded as 
1200 more than in January, 1937. 

“While new construction contracts 
awarded in January and February this 
year were above those for the like 
period of 1937, the increase was due 
entirely to larger projects undertaken 
in January. The February contracts 
were about 25 per cent. below those of 
the corresponding month of last year.” 


—_ 


BritisH and foreign investments in 
Canada are reported by the Dominion 
Bureau of Statistics, and published by 
the Royal Bank of Canada. According 
to the estimate contained in this report, 
the value of foreign investments in 


Canada is $6848 million and the value 
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of Canadian holdings abroad is $1694 
million. Of the total foreign debt of 
Canada $1696 million consists of Do- 
minion, provincial and municipal secu- 
rities, $1626 million of railway secu- 
rities and $764 million of other public 
utility securities. Except for $438 mil- 
lion in insurance, finance and mortgage 
companies, the balance, amounting to 
$2300 million, consists largely of 
manufacturing and mining securities 
and of the ownership of branch plants 
by foreign corporations. 

Of the total foreign public debt of 
Canada—$1696 million—$516 million 
are owned in Great Britain and $1177 
million in the United States. Of the 
provincial securities held abroad $430 
million out of a total of $494 million 
are owned in the United States. Brit- 
ish investment has been in Dominion 
and municipal rather than in provincial 
securities. Great Britain holds two- 
thirds of the foreign-owned railway se- 
curities, but British investment in Ca- 
nadian manufacturing, mining and 
public utilities has been on a small 
scale compared with that of the United 
States. In the fields just mentioned 
British investment is given as $526 mil- 
lion while that of the United States is 
given as $1560 million. 


With net foreign investment in 
Canada amounting to about $5000 mil- 
lion, the net outflow of Canadian capital 
in the past year was $217 million or 
an amount equivalent to about 4 per 
cent. of the total net foreign obliga- 
tions. Since Canadian securities owned 
abroad, to an amount of $170 million, 
were retired in 1937 and there was a 
like amount retired in the previous 
year, it is almost correct to say that 
Canada is amortizing her foreign debt 
at a rate of between 31% and 4 per cent. 
a year. This is a relatively new de- 
velopment. According to the revised 
estimates issued by the Dominion Bu- 
reau of Statistics the net favoarble bal- 
ance of Canada over the period 1927-36 
amounted to only $131 million and this 
in spite of the fact that the favorable 
balance in 1936 was $253 million. 
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THE BUSINESS OUTLOOK 


Business should improve in the spring, 
due to working off of inventories and 
seasonal influences, but evidently is not 
yet prepared to move ahead on a broad 
scale. The decline has left too many 
problems of disturbed price relation- 
ships, reduced values and lowered pur- 
chasing power to permit a sudden or 
sharp upswing. The drop in sales has 
left costs relatively too high in the in- 
dustries, which cuts profits away or pre- 
vents price adjustments and in many 
cases does both, and reduction of costs 
on a falling volume is a complex pro- 
cess. 

There has been no clarification of the 
general outlook such as might spread 
confidence, and the capital markets and 
capital goods industries offer little 
promise of early expansion. Unfilled 
orders for heavy products are declining 
as shipment of old contracts is com- 
pleted. Building contract awards are 
running considerably below the same 
period last year—23 per cent. below in 
January and 35 per cent. in the first 
half of February—and the greatest de- 
cline is in private work, chiefly resi- 
dential. The steel industry will spend 
in 1938 only one-half as much on plant 
improvement and replacement of equip- 
ment as it did last year. The utilities 
will spend less. 

All this indicates that improvement 
will have to start in the consumers’ 
goods industries and spread to capital 
goods, rather than the reverse. The 
first essential to revive business through 
consumers’ goods is to put prices on 
them which people with diminished in- 
comes can pay.—National City Bank of 
New York. 


PUBLIC RELATIONS 


Pustic relations is not something that 
can be taken out of a bottle in small 


doses. The way a business is con- 
ducted is its public relations program 
—good, bad or indifferent—A. O. 
Dietz, president, Commercial Investment 


Trust, Inc., N. Y. 





PUBLIC 


RELATIONS 


Edited by MALCOLM DAVIS 


A ten-year story of bank 
advertising results 


ROM 1928 to 1935, the Central 

Savings Bank, New York City, es- 

tablished a record of advertising 
consistency by running nearly 400 con- 
secutive weekly ads in New York City 
newspapers. One column wide by an 
average of 6 inches deep, the lively, 
half humorous illustrations, the pert 
but sensible copy of this series was 
familiar to thousands of New Yorkers. 

In 1935, the bank felt that a change 
of page, and of style, would be more 
resultful, so they launched a “Father 
Knickerbocker” series. This was fol- 
lowed by a campaign featuring large 
photographic illustrations depicting a 
variety of situations where human wants 
were satisfied through the use of funds 
saved by thrifty people. 

In 1937, the photographic series was 
replaced by a campaign promoting the 
bank’s “Daily Dime Savers”—little 
cardboard folders with accommodations 
for thirty dimes, and replete with crisp 
slogans for the saving of them. 


Results Counted 


The bank’s prize human-interest bill- 
board, stimulating the distribution of 
its Daily Dime Savers, is well known 
and an admirable example of the old 
Chinese proverb, “One picture is worth 
a thousand words.” The billboard—to 
refresh your memory—showed a pretty 
little lady bending over (quite daintily, 
be assured) to pick up a dime fallen 
from the pockets of her husband’s pants 
draped over the chair beside her. 

Tied in with the billboard, car-card 
and lobby display advertising, was a 
concentrated newspaper advertising 
campaign on the Daily Dime Savers in 
328 


New York newspapers—including the 
two tabloids, the Daily News and the 
New York Mirror. 

An idea of the effectiveness of this 
newspaper advertising can be stated 
factually—one large advertisement in 
the tabloids alone brought 12,000 
coupons (yes, coupons) 8500 from the 
News and 3500 from the Mirror. How- 
ever, the large advertisements were in- 
terspersed with small ones. The small 
ads were effective too, and in one three- 
weeks’ period more than 28,000 cou- 
pons came back from the bank’s news- 
paper advertising. ‘This was tops in 
results, but even so, about- 120,000 
coupons were received in 1937 from 
Daily Dime Saver newspaper ads. 

What happened to the coupons and 
the Dime Savers? Besides maintaining 
advertising contact with the public, the 
bank received, as concrete evidence of 
the effectiveness of its Daily Dime Sav- 
ers distribution, some 600,000 dimes 
—$60,000 in deposits. These dimes 
were direct, traceable results. Indirect, 
intangible, but equally important re- 
sults were the identification of the 
bank’s name and address in a large 
segment of the public mind, the in- 
culcation of thrift habits into the daily 
routine of a great many people. 


Large Ads versus Small Ones 


During the Daily Dime Saver cam- 
paign, an important by-product was re- 
vealed regarding the effectiveness of 
large ads compared with smaller ones. 

According to William Krieger, vice- 
president of the Samuel C. Croot Com- 
pany, Inc. (advertising agents for Cen- 
tral Savings since 1928), the average 
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returns from one big ad (about equal 
in size to four little ones) produced 
from 1 to 8 per cent. greater results 
than from the four small ads. How- 
ever, the four small ads were carefully 
selected and the one that pulled the 
best, compared to its three running 
mates, was the one whose basic appeal 
was used in the large advertisement. 


Small Ads the Winners 


Despite the better results received 
from big ads, the bank is now return- 
ing to its original 1928-35 advertising 
thinking. The one column wide by 6 
inches deep series is beginning all over 
again. Consistency in advertising is a 
virtue of advertising. The bank feels 
that, in the long run, a better impres- 
sion on public thrift habits will be de- 
veloped by a consistent campaign in 
small advertisements than by harboring 
its appropriation to accommodate an 
equally costly but less frequent cam- 
paign of larger advertisements. The 
steady appeal of consistent advertising 
has, in this particular case, been con- 
sidered the stronger promotional 
power. 


It is most interesting—and equally 
unusual—for an advertiser to conduct 
a noteworthy campaign over a period 
of years, switch to a different advertis- 
ing approach, have that different ap- 
proach be remarkably successful, and 
find in the results obtained a confirma- 
tion of its original thinking. 

Herewith illustrated is one of this 
bank’s new advertising series, headed 
“Mr. Squirrel Knows.” And so, ap- 
parently, does the Central Savings 
Bank. 


— 


A Noteworthy Trust Campaign 


HE Fidelity-Philadelphia Trust 
Company (Philadelphia, Pa.) has 
kept advertising costs down to a 
conservative minimum for some time. 
Still conservative, the bank has none- 
theless embarked upon a substantial ad- 
vertising campaign that develops the 
trust idea clearly and vigorously. 
In a sense, the campaign uses two 
weapons—big advertisements and little 
ones. The larger ads, sized 8 inches 
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Mr. Squirrel Knows 


Of all the wild creatures 
in the animal kingdom, the 
squirrel gives the best ex- 
ample of nd i a 
purpose. By accumulating 
during the » en of plenty 
he makes sure he'll not go 
hungry when times are bad. 
Instinct gives him this wis- 
dom, which man sometimes 
achieves only through bitter 
experience. Why not look 
ahead, and bank something 
every pay day at this reliable 

id mutual savings bank? 
$1.00 OPENS AN ACCOUNT 


CENTRAL 
SAVINGS BANK 


4th Ave. at 14th St. 
B’way at 73rd St. 


Back to this small-sized, semi- 
humorous, thriftselling type of 
advertisement goes the Central 
Savings Bank. The accompany- 
ing article tells why. Inciden- 
tally, the artist is Charles H. 
Forbell, who illustrates | the 
Rogers Peet ads, too. 


wide by 15 inches deep, are the big guns 
which, by their effective dramatization, 
impact their messages on public con- 
sciousness. The smaller ads, sized 4 
inches wide by 51% inches deep, pro- 
vide a background for the large ads 
by preceding them in the newspapers 
and then following up after them. 

For example, two small ads provided 
the setting for the large ad herewith 
illustrated. One of the small ads was 
headed “How to Save Money for Your 
Heirs”—the illustrative sketch was that 
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He firmly believed in Trusts ... 


but HIS trust remained “Unfinished Business” 


has wile property instead of protection. pews 
opal imstcad of worone 

He had explamed his powat of view to hee 
wile, pring here simple word prcture of 
trusts as he em 


tions in every trust capacity since 1866. 





Fidelity-Philadelphia Trust Company 


Excellent illustration and typography 

set the pace for this typical Fidelity- 

Philadelphia Trust Company adver- 

tisement. The accompanying article 

tells you more about the bank’s new 
campaign. 


of a boy and girl standing before an 
over-size document labelled “Life In- 
surance Trust”—the copy briefly out- 
lined the advantages of such a trust 
agreement. The second small ad was 
headed “How Long Has It Been Since 
You Read Your Will?’—the illustrative 
sketch was that of a “Will” caught in 
some cobwebs—the copy pointed out 
ways by which wills became obsolete 
overnight, outlined the necessity of re- 
vising it with the aid of “your attor- 
ney” and the bank. 

The first-mentioned small ad ap- 
peared in Philadelphia papers on Feb- 
ruary 14-15 and again on February 
17-18. The second small ad appeared 
on February 21-22 and again on Febru- 
ary 24-25. The large ad (see illustra- 
tion) appeared in Philadelphia papers 
on February 16 and again on February 
23. This is something of an over- 
simplification of the bank’s newspaper 
schedule, for the continuity of the ad- 
vertising was maintained by having a 
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third small ad pick up the schedule be- 
fore, but it will give you an idea of the 
way the campaign is timed and how 
nicely the little ads and the big ads 
work with each other. 

The advertisement which we have 
reproduced here shows the neatness of 
the layout and the competent art work. 
Equally competent is the copy, which 
reads: 

“He had completely persuaded him- 
self that a man was a domestic traitor 
if he died leaving his wife property in- 
stead of protection, principal instead of 
income. 


“He had explained his point of view 
to his wife, giving her a simple word 
picture of trusts as he understood them. 

“He had talked to her about future 
security and life-long income. He had 
defined principal and had told her why 
it must be preserved and yet kept avail- 
able, at the discretion of the trustee, 
for emergencies or the unexpected. He 
mentioned the inroads of taxation. 


“He had explained ‘to her that the 
careful selection of a competent cor- 
porate trustee would be the best way 
of attaining his objectives. 

“She was impressed. 

“Then, unexpectedly, he died. 

“The creation of the trust; the ap- 
pointment of the trustee. . . . These 
were ‘unfinished business’ in his career. 

“Behind the executive desks of 
American business are thousands. of 
men whose determination to create 
trusts and to appoint trustees is strong 
—but not yet strong enough to sub- 
merge, even momentarily, the more 
immediate business of building their 
estates. 

“The creation of a trust under the 
management of an experienced cor- 
porate trustee ought to be ‘finished 
business’ today. 

“In complete confidence and without 
obligation, you and your lawyer are 
invited to discuss the affairs of your 
estate with the Customers’ Service De- 
partment or a trust officer of this com- 
pany which has been serving individ- 
uals, partnerships, and corporations in 
every trust capacity since 1866.” 
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THIS CAMPAIGN REACHES A 
NATION 


ANADIAN banking differs from 

American banking; a corollary is 

that a Canadian bank’s advertis- 
ing problems are different, too. 

The Canadian Bank of Commerce has 
some 575 branch offices in Canada and 
many of these offices must be supplied 
with advertising so that the communities 
they serve may become better ac- 
quainted with the banking services 
available. 

Obviously, the advertisements of 
each branch can’t be individually de- 
signed—the cost in talent and in pro- 
duction would be enormous compared 
to the cost of newspaper space bought. 

Hence, the head office is faced with 
the problem of designing advertise- 
ments equally suited to all localities 
and, at the same time, reducing pro- 
duction costs to a minimum. 

Furthermore, the bank has two jobs 
to do with its advertising. One is in- 
stitutional, interpreting the bank’s 
policies and precepts to Canadian citi- 
zens and explaining its banking func- 
tions in terms of public welfare, The 
other is to increase the use of its fa- 
cilities. 

Reproduced herewith are _ three 
Canadian Bank of Commerce ads. They 
demonstrate how interestingly and sat- 
isfactorily the bank has overcome its 
unusual advertising problems. 

The one headed “Community Serv- 


SAFETY 


_— the protection of our own 

cash and securities we have pro- 
vided vaults of tried and tested 
strength. In these vaults we have 
installed Safety Deposit Boxes for 
the convenience of customers who = 


a central organization that places 
every customer in contact with a 
service national and international in 


ice” is typical of the institutional ad- 
vertising. Signed by the president and 
the general manager it can be used “as 
is” by all branches. The other two are 
of, the bank service-selling type. Note 
that these have been localized by adding 
the personal element, “Mr. W. D. EI- 
liott, manager of the Owen Sound 
Branch, will be glad to have you call 
and discuss any matters in which the 
bank can help you.” This notation is, 
of course, changed to conform prop- 
erly with each branch making use of 
the ad. 

All ads in this series are similarly- 
sized, so production costs are at a mini- 
mum. 


~ 


A COMPLETE ORGANIZATION 
WORKING FOR YOU 


SERIES of pamphlets, each with 
the above running headline, is be- 
ing sent to customers and friends 
of the Harvard Trust Company (Cam- 
bridge, Mass.). The pamphlets, four- 
page, single-fold, smartly-produced af- 
fairs, are differentiated by the illustra- 
tion and sub-head. The sub-headings 
are “Messengers”; “Bookkeepers”; 
“Check Tellers”; “Tellers”; “Junior 
Executives”; “Senior Officers”; “Di- 
rectors.” 

This will give you an idea regarding 
the pamphlets and what the bank’s ob- 
jectives are in publishing them. The 
bank feels that it will come into a 


Community Service 


EA branch of this Bank is a 
“community bank”, linked to 


ON of the important services of 

this Bank is the making of loans 
to business firms and individuals. 
If you or your business can, in your 
judgment, be helped by a loan do 


desire to safeguard their valuables. 
These boxes are available in various 
sizes at low rentals. 


The branch of this Bank in your 
community is fully equipped to take 
care of any banking service 
you may need. 


not hesitate to discuss your plans 
with us. We shall be glad to be 
of service to you. 


THE CANADIAN BANK 
OF COMMERCE 


Mr. W. D. Elliot, Manager of the Owen Sound Branch, 
will be gied to have you call ond discem ony matters 
je ciidh de Bahan tclpyen” shwem 


THE CANADIAN BANK 
OF COMMERCE 


Esoblished 1867 
A.E. ARSCOTT 
General Meonoger 


THE CANADIAN BANK 
OF COMMERCE 


Mr. W. D. Elliet, Manager of the Owen Sound Branch, 
will be glod to have you call ond dixcum ony moter 
bn which the Bonk can help you. 
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closer, more friendly contact with the 
public if the public knows a little 
something about the bank’s personnel, 
and what goes on behind the scenes to 
produce the banking service that most 
people accept without thinking much 
about it. 

Each pamphlet tells about the peo- 
ple working in the capacities mentioned 
in the sub-head, and also explains what 
their duties are. At the same time, 
these stories give a clear idea as to the 
complexity of supposedly simple bank- 
ing operations. 

The series starts off with the one on 
“Messengers.” We thought you would 
like to know just how the bank has 
paced its writing and developed the 
distinctive style used in telling these 
stories, so herewith the complete text 
presenting the bank’s messengers to the 
bank’s public! 

One hundred and twenty-three people 
are employed by the Harvard Trust Com- 
pany. The bank would like you to know 
as much as possible about their work. We 
believe you will be interested in hearing 
more about the duties of bank tellers, 
bookkeepers, junior executives and officers, 
and how they are respectively associated 
with the services you receive from the 
bank. 

We in the bank think of ourselves as 

Each department of the 
savings, trust, safe de- 


working for you. 
bank—checking, 
posit, foreign exchange and various others 


—constitutes in itself a service. Every 
detail of our work is connected with a 
particular banking service. Many of us 
are brought into constant personal rela- 
tionships with the customers of the bank. 
Kither directly or indirectly, our entire 
staff is working for you. 

This applies even to the young men em- 
ployed as messengers. You have no occa- 
sion to meet the bank’s messengers, yet 
their work saves time in the collection of 
your checks and thus becomes of distinct 
advantage to you. The messengers make 
regular scheduled trips between the four 
offices of the bank, with occasional addi- 
tional errands. At certain specified times 
throughout the day, they collect deposits, 
other than cash, and bring them to the 
clearing department of the main office. 
The work of the bank is planned by the 
hour, to enable our clearing activities to 
keep pace with deposits and to facilitate 
the collection of checks drawn upon other 
banks. 

These messengers must be serious-minded 
lads of good appearance, who are desirous 
of advancing further in banking. Through 
their daily work they acquire a knowledge 
of some of the detail operations of the 
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bank. To supplement their daily activities, 
they are encouraged to attend evening 
classes at the American Institute of Bank- 
ing, in Boston, conducted under auspices 
of a national association of banks, of which 
this bank is a member. 

Our messengers understand that their 
carefulness and promptness is a necessary 
adjunct to the efficiency of the bank’s 
service. In this apprenticeship position in 
the bank, they are learning to work in your 
interests. 


~ 


YOU The Unseen Jury 


THE above title is that of a radio pro- 
gram sponsored by The Morris Plan In- 
dustrial Bank (New York City). It is 
broadcast from 7:30 to 7:45 p. m. 
every Tuesday evening over New 
York’s station WEAF. Several things 
distinguish it from the usual bank radio 
show. 

First, it features Roy Post, famous 
criminologist. Thus it deals with crime. 
To be more exact, it deals with mystery. 
The crime angle is subordinate. Of 
course, there is a murder—or a theft— 
but the presentation is not of the sensa- 
tion-seeking, horror-thrilling type. In- 
stead, the radio audience is made a 
jury to the case. Facts are presented 
just as they might be in a courtroom. 
The audience partakes in the solution 
of the mystery, just as they would par- 
take in any parlor game based on a 
problem to be solved and requiring a 
certain amount of intellectual effort to 
solve it. In deciding upon this particu- 
lar type of radio mystery, the bank is 
simply cashing in on the current popu- 
lar interest in detective games and 
stories. Also, the bank is reaching a 
mass market for personal loans and 
FHA loans. Hence it had to have a 
mass appeal radio program. 

Second, there is a most interesting 
merchandising angle. Previews—four 
page, single fold leaflets, are displayed 
in the Schulte Cigar Stores—about 65 
of them located in Manhattan itself and 
an additional 40 stores in the other 
boroughs, Long Island and northern 
New Jersey. These previews outline 
the clues, and depict two or three of 
the most important ones, so that the 
prospective listener may be primed for 
the current broadcast. Inasmuch as 
125,000 previews are made available 
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each week through the Schulte stores 
a large audience has been formed from 
this source. The previews carry a 
Morris Plan ad on the third page of 
the leaflet, the fourth page being re- 
served for a Schulte ad. This plan 
works two ways; the radio announcer 
mentions Schulte stores twice during 
the broadcast, saying that previews of 
the next mystery are obtainable at the 
stores. Hence a number of people who 
listen to the broadcast, not regular 
Schulte customers, are brought into the 
Schulte stores. Furthermore, the pro- 
gram is advertised, on the day of the 
broadcast, in the radio page of New 
York City papers. 

This is all good merchandising. A 
mass market must be cultivated. A 
program that has the element of mys- 
tery has been devised. The fact that 
such a program is on the air is made 
known by newspaper advertising and 
by a mutually beneficial tie-up with one 
of New York’s widespread chain stores. 
This radio advertising should be effec- 
tive—early reports show that it has 


been. 
~~ 


Memory Tax? 


THE Broad Street National Bank (Tren- 
ton, N. J.), published a timely ad just 
prior to the Ides of March which asks, 
“Are You Taxing Your Memory Too?” 
The illustration, a very worried look- 
ing gentleman fussing with some papers 
on his desk, accounts for about half of 
the advertisement. The copy develops 
the theme of illustration and heading 
with: 


Do you know what your year’s expendi- 
tures are—or do you depend on guesswork 
in making out your income tax forms? If 
necessary, could you show proof of these 
expenditures ? 


When you pay bills by check you have 
a complete up-to-date record of your finan- 
cial transactions. Your check stubs pro- 
vide convenient reference. Your cancelled 
vouchers are absolute proof of payments 
made, and if you should lose them there 
are photographic replicas in our vaults, 
available to you. 

“A checking account is doubly conven- 
ient at this bank which provides ‘on-the- 
spot’ service in the business and shopping 
centers.” 
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Notes and News 
The Rochester (N. Y.) Chamber of 


Commerce is celebrating its fiftieth year 
of service and has issued a Golden Jubi- 
lee Almanac commemorating the occa- 
sion. Attractively produced, this Alma- 
nac documents the important history 
and progress of the city’s social and 
economic development. As a “beau 
geste” the Lincoln-Alliance Bank and 
Trust Company is sending complimen- 
tary copies of the Almanac to its many 
customers and friends. 

* * * 


The delightful way in which Fidelity 
Trust Company (Pittsburgh, Pa.) slants 
various news items into sales para- 
graphs for its house organ Property is 
always refreshing. A recent “slant” 
is the following item: 

The Golden Gate bridge was bent last 
month, A February hurricane swept 
against the largest single suspension in the 
world forcing it twelve-and-a-half feet out 
of line. The engineers were not concerned, 
however. That was what the bridge was 
expected to do when hit by a gale of 
seventy-five miles an hour. In fact, the 
bridge is built to sway eighteen feet with- 
out damage to the $35,000,000 structure. 

All big bridges and tall buildings are 
constructed to “give” under the impact of 
high winds. Absolute rigidity would be 
disastrous. 

The prudent man in drawing plans for 
the future of his estate, will estimate pos- 
sible stresses and strains and likewise seek 
flexibility as well as strength—both possible 
through trust service. 


* * * 


The twenty-fifth anniversary ad of 
the Equitable Trust Company (Balti- 
more, Md.) is a most effective dramati- 
zation of the significant events that hap- 
pened in the past quarter century. Most 
of the ad is composed of newspaper 
headlines—Lindberg’s_ Paris flight; 
Pershing entering Mexico in pursuit of 
Villa; sinking of the Luisitania; end 
of the war; prohibition; bank holiday 
—to name but a few. Copy touches 
upon these events, leads logically to 
the final selling paragraph. 

* * * 

An advertisement with a wallop is one 
from the Fort Wayne National Bank 
(Fort Wayne, Ind.). It has a very 
ample amount of white space. It’s 


heading: “A Thief in the Night.” It’s 
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copy, “If you neglect to get a safe de- 
posit box today—and a thief comes to- 
night—you may not need a box tomor- 
row. Better see us about it before he 
comes to see you.” 

* * * 


Along the same lines is the illustra- 
tion and heading of an ad from The 
First National Bank and Trust Com- 
pany (New Haven, Conn.). The back- 
ground of the illustration is black—a 
tree, some shrubs, a fence and a road 
in white silhouette about a house spot- 
lighted against the darkness. The head- 
ing, also in white against ‘the black 
background, says, “Has Your Home 


Been Robbed Yet?” 


* + 


Long a champion of modernization 
loans, the Fidelity Union Trust Com- 
pany (Newark, N. J.) salutes the re- 
vival of Title 1 of the National Housing 
Act with an ad headed, “Property Im- 
provement Loans.” 

* * * 


A recent booklet, one of a series, dis- 
tributed by the Central Hanover Bank 
and Trust Company (New York, N. Y.) 
is titled, “The English View of Wealth.” 
The copy, in part, reads, “Americans 
are beginning to adopt the English at- 
titude toward wealth. They are think- 
ing more and more in terms of income, 
not principal. In other days it was 
customary to leave property outright to 
heirs. But today, for reasons of safety, 
economy and assured income, it is often 
wiser to leave property in trust—with 
an experienced institution such as Cen- 
tral Hanover as trustee.” 

* * * 


Big city banks often draw business 
from surrounding communities. Some- 
times, though, suburban banks go after 
big city business. Witness an ad pub- 
lished in the New York Times by The 
Greenwich Trust Company (Greenwich, 
Conn.) which has a purse-string appeal 
calculated to interest New Yorkers in 
the advantages of Connecticut living. 
“It Pays to Live in Greenwich” is the 
heading. Copy is brief and pointed: 
“No personal state income tax in Con- 
necticut. Real estate taxes much lower 
than in New York. Many other ad- 


334 


vantages.” Also offered is a booklet 
having the same title as the advertise- 
ment’s heading. 


Continuing its campaign on Co- 
ordinated Regional Service, the First 
Wisconsin National Bank of Milwaukee 
appears in the April issue of Fortune 
with a full page ad headed “The Treas- 
urer Exclaimed, IT’S A NATURAL 
. . . When We Outlined This Unique 
Banking Service for National Corpora- 


tions.” 
* Ed * 


“A Bank Is Known by Its Custom- 
ers” says The American National Bank 
(Nashville, Tenn.). The copy strikes 
a strong sales theme by continuing with, 
“Customers of the American National 
Bank are from every walk of life. That 
they include leaders in the business ac- 
tivity of Nashville is evidenced by the 
fact that during the past year they 
cleared through this bank checks, bills 
of exchange and cash amounting to 
over one and three quarter billion dol- 
lars! IN EXACT FIGURES $1,819,- 
718,122.47.” 


* * * 


Numbers 22, 23 and 24 of The Cleve- 
land Trust Company series are headed 
“For You in Willoughby—As in Cleve- 
land”; “For You in Plainville—As in 
Cleveland”; “For You in Bedford—As 
in Cleveland.” The places mentioned 
are nearby localities wherein the com- 
pany has branch offices. Main object 
of the series is to show that the branches 
offer service comparable to that of the 


main office. 
* * * 


A Whittier quotation, “Again the 
Shadow Moveth O’er the Dial-Plate of 


”? 


Time,” sets the pace for the December 
31, 1937, statement of the Kanawha 
Valley Bank (Charleston, W. Va.). 
Main heading of the ad is “71 Years 
of Progress” followed by, a brief story 
of the bank’s organization, growth and 
service to the community. This oc- 
cupies one vertical half of the ad. The 
other half presents two statements—the 
bank’s first as of June 29, 1867, and 
their latest; the growth in deposits be- 
ing from $18,632 to $21,114,345. 
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Who’s who in bank public relations 


T. PAUL, Minn., is Dudley Par- 
sons’ home town and there he 
acquired his early education; also 
a liking for tropical fish and an in- 
satiable desire to read. His interest in 
music and the theatre developed later. 


He attended the Massachusetts Insti- 
tute of Technology from 1922-25 and 
obtained his A. B. degree from Colum- 
bia University in the following year. 
Thence he went abroad; travelled ex- 
tensively about Europe; studied at the 
University of Paris. These academic 
accomplishments were followed by 
several trips to the West Indian and 
Central American tropics in search of 
ichthylogical specimens. 


The Caribbean expeditions were, of 
necessity, on vacation time, for Mr. 
Parsons returned to this country late in 
1927 and joined the New York Trust 
Company as a credit investigator. Vari- 
ous promotions placed him-as assistant 
credit manager and then, in 1930, as 
manager of the publicity department in 
charge of the bank’s advertising and 
publicity. 

Here his advertising activities, which 
he codrdinates with the bank’s promo- 
tional aims, range from copy writing, 
preliminary layouts and mechanical 
production, to media selection, direct 
mail and press releases. In addition, 
he is editor of The Index, the well 
known New York Trust house organ 
circulated to some 15,000 financial and 
business executives. Besides writing 
this publication, Mr. Parsons under- 
takes the research required to obtain 
the authoritative information upon 
which its varied articles of economic 
importance are based. The production 
of The Index, its make-up and the 
maintenance of its mailing list are in- 
cluded in his responsibilities. 

Thrice elected a director of the New 
York Financial Advertisers, Mr. Par- 
sons was chairman of that organiza- 
tion’s. committee on Advertising Prac- 
tice which produced an agreement that 
has greatly assisted New York City 
banks in holding down the purchase of 
unwanted “advertising.” 


One of New York’s army of com- 
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muters, Mr. Parsons resides in Crest- 
wood, New York. A major hobby is 
gardening—an interest shared by his 
wife, Betty Parsons and, to an indeter- 
minate extent, by Sandy (age four 
years) and Anne Seeley (age eight 


DUDLEY L. PARSONS 


Manager, Publicity Department, 
The New York Trust Company. 


months). Commenting on his garden- 
ing prowess, Mr. Parsons confesses that 
he has a tremendous weakness for water 
lilies, and “a partiality to species Iris, 
Korean chrysanthemums and most any- 
thing that grows. However, I seem to 
have established more intimate rela- 
tions with poison ivy than with any- 
thing else.” 

Besides gardening, and keeping tabs 
on the ichthyological terminology (and 
maybe the genealogy, for all we know) 
of his tropical fish collection, Mr. Par- 
sons pursues his photographic interests, 
especially the taking of candid camera 
shots and natural color movies of his 
youngsters and of natural history sub- 
jects. 

Outdoor activities occupy part of his 
time, his favoriate sports being swim- 
ming, tennis and (maybe it’s the spring 
in the air) “manual labor requiring a 
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minimum amount of thinking but pro- 
ducing a maximum amount of results.” 

Good luck with the garden, Dudley. 
After you get it all weeded it will give 
us much pleasure to drop around and 
help you hover over the sprouts and 
blossoms. 

© 


THANKS-FOR-THE-COMPLIMENT 
DEPARTMENT 


The following significant advertise- 
ment recently appeared in the public 
press: 

ASK THE PRESIDENT 
OF YOUR BANK OR ANY 
INTELLIGENT CITIZEN— 

ABOUT BELL-ANS FOR 

INDIGESTION. 


Either this means that bank presi- 
dents are at least being conceded as 
pa ; Rorseiaten 
intelligent citizens” or that they have 
had a tummy-ache for so long that they 
may be regarded as authorities on in- 
digestion. 


BANKING COMMITTEE FOR WEST- 
ERN WORLD’S FAIR 


Brincinc worldwide outlets into the 
promotional picture of the 1939 Golden 
Gate International Exposition, a bank- 
ing committee has been formed by the 
World’s Fair of the west as an impor- 
tant wing of its general promotion com- 
mittee. 

Chairman of the bankers’ group is 
J. H. Quire, Bank of America. Other 
members are R. L. Barber, American 
Trust Company; C. H. Alexander, An- 
glo-California National Bank; B. R. 
Mills, Bank of California; C. W. 
Brown, Crocker First National Bank; 
L. O’Grady, Hibernia Savings & Loan 
Society; E. H. Le Masters, Pacific Na- 
tional Bank; Edmund Goldmann, San 
Francisco Bank and George Dawson, 
Wells Fargo Bank & Union Trust Com- 
pany. 

Working through correspondents 
throughout the world, the banking 
committee is in a key position to foster 
many of the aims of the Western Ex- 
position, according to Quire. “Treas- 
ure Island clubs” and other exposition 
savings plans already are available at 
136 banking offices in the west, and 
336 


their popularity indicates a consider- 
able increase during the coming year. 


GENERAL MOTORS FEBRUARY CAR 
SALES 


Fepruary sales of General Motors cars 
to dealers in the United States and 
Canada, together with shipments over- 
seas, totalled 94,449 compared with 
74,567 in February a year ago. Sales 
in January were 94,267. Sales for the 
first two months of 1938 totalled 188,- 
716 compared with 178,235 for the 
same two months of 1937. 

Sales of General Motors cars to con- 
sumers in the United States totalled 
62,831 in February compared with 
51,600 in February a year ago. Sales 
in January were 63,069. Sales for the 
first two months of 1938 totalled 125.,- 
900 compared with 144,598 for the 
same two months of 1937. 

Sales of General Motors cars to deal- 
ers in the United States totalled 63,771 
in February compared with 49,674 in 
February a year ago. Sales in January 
were 56,938. Sales for the first two 
months of 1938 totalled 120,709 com- 
pared with 120,575 for the same two 
months of 1937. 

In comparing this year’s figures with 
those of a year ago, it should be borne 
in mind that in February as well as in 
January, 1937, the sales did not fully 
reflect the consumer demand because of 
the stoppage of production and the 
shortage of cars in the field resulting 
from the strike. 


PUBLIC IS BANK CONSCIOUS 


WHETHER we like it or not, we are in 
an age of new demands. The public 
has become infinitely more financial 
minded and more bank conscious in the 
last two decades. Old competitors have 
come alive with greater activity. New 
competitors have sprung up, some of 
them with the vigorous support of the 
government. In an age of bank re- 
strictions, the competitors of banks 
continue to multiply and the public is 
increasingly educated in the benefits of 
financial service—Orval W. Adams, 
President, American Bankers Associa- 
tion. 
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Should be on the desk of every man 
in your foreign department 


By various economies of production and by condensation 
of the information given we have been able to produce 
a handbook of information for foreign department 
executives to sell for only $2 a copy. 


New Edition of 
International Banking 
Directory 


Priced at only $2 per copy 


This new edition lists the For example if you want 


important banks of the world 
and their branches so that it is 
possible so find out quickly the 
names of the banks located in 
any banking town in the world. 


to known what banks are in 
Londonderry, Northern Ire- 
land, this information is quickly 
available. Or, if you want 
to know where the Banque 


Commerciale de Soleure is 


located you can quickly find 
it by using the index to banks. 


Send for your copy today, 
by filling out the 


coupon 


International Banking Directory 
465 Main Street, Cambridge, Mass., U.S. A. 


Enclosed find $ for which please 


copies of the new 1937- 
38 edition of International Banking Direc- 
tory at $2 per copy. 
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BOOKS for BANKERS 


THE FOLKLORE OF CAPITALISM. By 
Thurman W. Arnold. New Haven: 
Yale University Press, 1937. Pp. 
XIV-400. $3. 


REVIEWING this book in the New York 
Herald Tribune Stuart Chase described 
it as “calculated to drive conventionally 
right-thinking people crazy.” There is 
much in what he says and the banker 
contemplating reading “The Folklore of 
Capitalism” had best fortify himself 
with a good meal and a comfortable 
chair. But, disagree though they may, 
bankers can scarcely afford not to read 
this book. Its author, Professor Thur- 


man W. Arnold, was recently appointed 
solicitor-general of the United States 
by President Roosevelt on the strength 
of his book, according to newspaper re- 
ports. 

The author’s principal contention is 
that we in America today are living 


in a misty cloud of pglitical folklore 
as ridiculous and ephemeral as_ the 
scholasticism of the Middle Ages. The 
“American way” and the theories of the 
Liberty League, he says, will be viewed 
with as much good humored and in- 
credulous scorn by future generations 
as is today the Mediaeval Christian at- 
titude toward usury which made the 
Jews the world’s first bankers. In to- 
day’s mythology “The true faith is Capi- 
talism. Its priests are lawyers and 
economists.” Those who disagree are 
heretics and are led astray by the Devil 
who makes them believe in such un- 
sound principles as Communism and 
Fascism. We have inherited our folk- 
lore just as our ancestors inherited their 
Christianity. The resulting almost uni- 
versal point of view makes us use dis- 
agreeable incidents we note in countries 
with different creeds to prove our own 
system. Thus we point to the horrors 
of socialism in Russia but neglect the 
good it has done in Sweden. 

At present the central doctrine of our 
creed seems to be that whatever is done 
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by private industry is bound to be eff- 
cient and beneficial; whatever is done 
by the Government is bound to be in- 
efficient and harmful. For example, 
community fund drives are approved 
as noble efforts whether successful or 
not; government appropriations for re- 
lief are an insidious tax burden, a 
necessary evil. 


Professor Arnold devotes consider- 
able space to what he ironically calls 
“the benevolence of taxation by private 
organization” as contrasted with the 
“malevolence of taxation by the Govern- 
ment.” Here corporations bear the 
brunt of the attack. He considers them 
a colossal financial fiction designed to 
combine the protective advantages of a 
real individual with a lack of liability 
responsibility not enjoyed by a real in- 
dividual. We pay taxes to corpora- 
tions just as surely as we do to the 
Government but with less in the way 
of desirable returns. Investors in the 
Kreuger-Toll organization were sub- 
jected to an involuntary levy that, had 
the Government directed it, would have 
been called a national scandal and 
ruined the party in power. Likewise, 
in order to sell more goods abroad re- 
spectable bankers loaded their invest- 
ment customers with practically worth- 
less foreign bonds. In this case, 
according to the current folklore of 
capitalism, the investors just “lost” 
their money. Had the Government as- 
sessed them a like amount to subsidize 
the merchant marine, their money 
would have been taken from them by 
taxation. 

And so it goes. The gist of it all is 
that we pay anyway and the Govern- 
ment is probably more efficient than 
the corporations, so why not pay the 
Government? What is the difference? 
There is none except in so far as our 
artificial attitude induced by our in- 
herited folklore fabricates one. 

Professor Arnold, however, predicts 
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no terrible awakening, no Marxian class 
revolution. Instead, he foresees a pain- 
less transition from capitalism to so- 
cialism. That is, capitalism will gradu- 
ally become socialized in this country 
just as Trotsky and others claim Rus- 
sian socialism is gradually becoming 
capitalized. Perhaps some day the two 
will meet on middle ground. 

In a way Professor Arnold’s own 
arguments defeat the purpose of his 
book. Let us suppose for a moment 
that he is right—that our capitalistic 
folklore is as unreal, untrue and detri- 
mental to the national welfare as he 
says. What then? That folklore will 
change no more rapidly than did the 
mediaeval theology to which he paral- 
lels it. All that Mr. Arnold or any- 
body else who thinks our folklore needs 
serious overhauling can do is set forth 
his views and hope they will help turn 
the tide toward a new folklore. This 
Mr. Arnold has done and he has done 


it entertainingly. 


Tue Next Century Is America’s. By 
C. D. Murphy and H. V. Prochnow. 
New York: Greenberg. Pp, IX-244. 
$2.50. 


Crossinc the channel some years ago, 
an Englishman, pointing to the cliffs 
of Dover, said: “This country is 
through.” But it was not. Since that 
time, England has not only endured, 
but has made striking progress. 

Those who may be afflicted with a 
defeatist attitude, who believe that op- 
portunities no longer exist for them- 
selves, and that America is finished, 
should carefully read this book. It is 
inspiring, not merely for the clear and 
eloquent language in which it is writ- 
ten, but for the facts presented in re- 
lation to the progress of our country. 
And these facts do not relate to ma- 
terial things only, but include spiritual 
and humanitarian progress. The story 
of American development is concisely 
yet fully told, and substantiated by a 
reference to authentic sources of in- 
formation. It is a book to be read and 
cherished by everyone who has pride 
in his country’s past and faith in its 
even more magnificent future. 

Here are two sentences from the fore- 


word by Dr. Glenn Frank: 
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“We must give the national genius 
a chance to be its best self. If we do 
that, the magicians will be the only un- 
employed.” 

Temptation to quote at length is al- 
most irresistible, but to yield to it would 
be to go on from the beginning to the 
end, for every page is wise and il- 
luminating. 

The authors are not unmindful that 
just now the great giant appears some- 
what torpid, and they recognize that all 
is not perfect. But they see, in the 
wonderful achievements of the past, and 
the beckoning opportunities of the 
future, incentives that will awaken the 
sluggish and gradually dissipate the 
clouds that now surround us. 

Turning from the lamentations of 
present-day Jeremiah’s to the inspiring 
message which the authors present in 
these pages is like receiving a blast of 
sea air blowing through northern pines. 
Those who believe in America will have 
their faith justified by reading this 
book, while others whose trust in our 
country may have been weakened by 
the stress of the times, will find here 
an abundant source of renewed faith 
and hope. 


THE CosticAN AMENDMENT. Chicago: 
National Association of Assessing 


Officers, 1938. Pp. 22. 50 cents. 


WHEN Congress in 1935 repealed the 
much protested “pink slip” section of 
the Revenue Act a new section was sub- 
stituted designed to make it possible to 
give useful information from Federal 
income tax returns to state tax officers 
to aid in the administration of state 
tax laws. While the old law made pub- 
lic partial and almost useless informa- 
tion the new law provides complete in- 
formation to those tax officials who can 
make use of it. The object of this 
booklet is to show local tax officials 
both how to go about obtaining Fed- 
eral income tax data and how to make 
use of this data once it has been ob- 
tained. 

The information seems to be particu- 
larly valuable in uncovering evaders of 
personal property taxes. As a result 
of the examination of Federal records 
in Washington, D. C., the assessment of 
intangibles was increased by 20 per 
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cent., in Providence it was doubled, and 
in Cook County, Illinois, a reduction in 
the tax rate from $9.52 to $8.00 is an- 
ticipated largely as a result of property 
disclosed to assessors in this manner. 


Guies To Business Facts AND FIGURES. 
Compiled by Special Libraries Asso- 
ciation and the Staff of the Business 
Branch of the Newark Public Li- 
brary, New York: Special Libraries 
Association, 1937. Pp. 59. $1.50. 


TuHIs pamphlet is designed to serve as 
a classified guide to trade publications, 
trade handbooks, directories and _ busi- 
ness libraries and the sources where 
they may be obtained. It is a series 
of bibliographies which, the editors 
hope, will provide a selective guide to 
a wide range of publications relating 
to the business man’s every day work 
and point the way to numerous facts 
having a vital bearing on current busi- 
ness conditions. Of interest to bankers 


should be the sections on financial in- 
formation and foreign commerce. Here 
are to be found over twenty references 
to yearbooks, trade journals, private 
publishers, public libraries and United 
States Government publications. Prices 


are included. 

The lists are well indexed both by 
titles and authors and by subject head- 
ings. 


THE Frnanciat Po.iciEs AND PRAc- 
TICES OF AUTOMOBILE FINANCE Com- 
PANIES. By Harvey W. Huegy and 
Arthur H. Winakor. Urbana: Uni- 
versity of Illinois, 1938. Pp. 56. 


Because for a long time many banks 
were unwilling or poorly adapted to 
the business of making loans directly 
to individuals for non-business pur- 
poses, a great number of specialized 
financial institutions have sprung up to 
take care of this business created by the 
introduction of new, high-value goods— 
such as automobiles, radios, refriger- 
ators and the like. These new financial 
institutions are intermediaries convert- 
ing wholesale credit into retail credit, 
and since they borrow most of their 
loanable funds from commercial banks 
it should be to the interests of these 
commercial banks to become acquainted 
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with this study of the recent changes 
and present policies of the automobile 
finance companies. 

The financial structure of the com- 
panies is analyzed both by periods of 
years—pre-depression, depression, and 
post-depression—and by the size of the 
company as determined by the number 
of states served. The analysis shows 
that the asset structure of these com- 
panies was in general sufficiently flex- 
ible to accommodate itself to changes 
in business conditions with little change 
in proportion of earnings. The ex- 
tremely liquid nature of the asset struc- 
ture was shown by a turnover of assets 
twice a year. At no time did reposses- 
sions amount to 1 per cent. of the total 
assets. 

It was further found that companies 
serving twenty or more states made the 
most rapid and complete adjustment to 
changing business conditions and that 
those operating in only from one to 
four states have the most conservative 
borrowing policies. 


Gumpe For LocaL BANKS IN THE FI- 
NANCING OF INSURANCE PREMIUMS. 
By Allan C. Stevens. White Plains, 
N. Y., 1938. Pp. 15. $1.00. 


ALLAN C. STEVENS of the Peoples Na- 
tional Bank and Trust Company of New 
York presents in this pamphlet a sys- 
tem which he has devised for bank 
financing of insurance premiums. In- 
surance companies themselves, in many 
instances, he says, have written to local 
banks agreeing to codperate. With 
such codperation and following his sys- 
tem Mr. Allan asserts banks are able 
to extend loans at favorable interest 
rates and with little or no risk. De- 
faults are less than one-tenth of one 
per cent., and the security is cash. Some 
few types of insurance—personal acci- 
dent insurance, for example—offer 
banks imperfect security, and _ these 
types are pointed out and discussed. 

A total of $380,000,000 in insurance 
is now being financed by finance com- 
panies, banks, and agents. Local banks 
not now sharing in this business can 
develop loans of this class by contact- 
ing their depositors, the general public, 
insurance agents and brokers. More- 
over the bank does not have to investi- 
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“Written on a knowledge based on personal contact, and written in a 
style of language understandable by the average layman (this book), is 
commended to bankers, business executives and students of economics. ... 
It contains an up-to-date and complete survey of the Canadian banking 
system.”—The Monetary Times. 


THE CANADIAN BANKING SYSTEM 
By JAMES HOLLADAY 


With a Foreword by 
C. M. SHORT 
Economist and Assistant Secretary, Canadian Bank of Commerce 


HIS book, as its title implies, contains an up-to-date and complete 
survey of the Canadian Banking System. The currency system, com- 
posed of coin, Dominion notes, and bank notes, is explained in the 
first three chapters. The eight chapters immediately following are devoted 
to an analysis of the organization, management, and activities of the banks 


as individual institutions. In the four succeeding chapters the banks are 
studied as a group or system. There is also a chapter describing Canadian 
methods of financing the farmer and one on various types of savings 


institutions. 


Dr. Holladay is professor of economics at the University of Alabama 
and for some years has been a close student of Canadian banking. In 
the present volume he has made available to students of banking and 
those interested in Canadian banking affairs a complete and authoritative 
study. 


American bankers, whether favorable or opposed to a branch banking 
system in this country, will find in this book valuable information on just 
how a branch banking system works both during boom times and during 
a depression. Canadian bankers and business men will find this unbiased 
study of the Canadian Banking System of the greatest interest and value. 


BANKERS PUBLISHING COMPANY 
465 Main St., Cambridge, Mass. 


Please send us a copy of “The Canadian Banking System” for which we enclose 
remittance of $5 herewith. It is understood that this book may be returned for 
refund within 10 days of receipt if we find that it does not meet our requirements. 
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gate the credit standing of an assured 
before making a loan because this work 
is already done by the insurance com- 
pany agent before accepting the risk. 

Besides general descriptive and ex- 
planatory material this pamphlet con- 
tains reproductions of suggested note 
blanks and estimates of the cost of the 
system. 


CREDITS AND COLLECTIONS IN THEORY 
AND Practice. By Theodore N. Beck- 
man, Ph. D. New York: McGraw- 
Hill Book Company, 1938. Pp. 
XXXV-616. $3.50. 


HerE is a solid, thorough, detailed 
study of every phase of credit and col- 
lection problems. The work covers in 
orderly text book fashion fundamental 
underlying principles as well as specific 
operating techniques. Particularly help- 
ful are the numerous photographs used 
to illustrate the technical equipment 
used by every type of credit department 
from bank to department store. In- 
cluded are discussions of the nature and 
function of credit, forms of credit in- 
struments, investment and bank credit, 
mercantile credit, consumer credit, in- 
stallment credit, the credit risk, sources 
of credit information and the technical 
and legal aspects of collections. 


GOVERNMENT RECULATION OF TRANS- 
PORTATION. By Emory R. Johnson. 
New York: D. Appleton, 1938. Pp. 
XXVII-680. $5. 


THE question of the relation of govern- 
ment to business is a subject of para- 
mount importance in the United States 


today. And in this question the rail- 
road problem looms large. Many coun- 
tries—France and Canada, for example 
—now have national railway systems. 
In this country the privately owned 
railway system has been flirting with 
bankruptcy for the last few years. 
Therefore it seems probable that any 
further expansion of our Government 
into business experimenting may well 
be in the field of railroad transporta- 
tion. 

Dr. Johnson, an experienced writer 
and lecturer on transportation prob- 
lems, concludes in this study that be- 
cause of various factors not existing in 
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other countries government ownership 
of the railways of the United States is 
neither necessary nor desirable. Reason- 
ing for the future on a basis of factual 
detail he recommends that private own- 
ership be continued under more com- 
prehensive and uniform government 
regulation than now exists. At a time 
when there was intense destructive com- 
petition between railway lines the Gov- 
ernment stepped in to halt needless 
waste and duplication of service. But 
now that air and motor bus lines have 
revived this same destructive competi- 
tion the Government has failed to meet 
the situation as it should—by regulating 
equally all types of transportation for 
the good of the country. What is 
needed is a codérdinated and consistent 
Federal transportation policy. 


Bonp RatTincs AS AN _ INVESTMENT 
Guwe. By Gilbert Harold. New 
York: The Ronald Press. Pp. XIII- 
274. $3. 


To many bond ratings constitute the 
most important single factor in bond 
selection. The aim of this study is to 
point out the reasons for the develop- 
ment and use of bond ratings, their 
effects and their reliability. As a start- 
ing point the author analyzes the 
methods in which the four leading 
agencies determine the rating they give. 
Then these ratings are studied in rela- 
tion to market action, yields and de- 
faults. 

The book does not stop at mere. fact 
analysis, but goes on to suggest ways 
in which bond ratings may be used for 
obtaining as high a return as possible. 
The author further recommends that 
the rating agencies adopt standard sym- 
bols and give up all claims to scientific 
perfection and admit that their ratings 
are merely opinions. 


ApvERTISING IpEAs. By John Caples. 
New York: McGraw-Hill Book Com- 
pany, 1938. $4. 


Tuts book is no theoretical treatise on 
how to become an advertising man in 
three easy lessons. It is instead a series 
of 100 full-page reproductions of highly 
successful advertisements with accom- 
panying reading matter explaining the 
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features which made each outstanding. 
The examples given were chosen as the 
result of an extensive house to house 
survey covering eleven magazines. Start- 
ing with proven advertisements the 
author, a member of the firm of Batten, 
Barton, Durstine & Osborn, attempts by 
the case method to tell how to choose 
effective appeals, write copy that sells, 
introduce new products, build prestige, 
get returns by mail, build up a steady 
following of readers, and to sell more 
merchandise. Mr. Caples obviously 
knows his business. His book will not 
make anybody an advertising man, but 
it will help any advertising man and 
entertain the lay reader. It could not 
be expected to do much more. 


War Losses To a NEuTRAL. By Eugene 
Staley. New York: League of Na- 
tions Association, 1937. Pp. 78. 25 
cents. 

THOsE who in late years have grown 

accustomed to thinking of the League 

of Nations as an ineffectual angel beat- 
ing its wings to shreds on the iron 
spikes of militarism should read this 
booklet. It is nothing if not practical 

—as practical as an analysis of bank 

costs. The question is what shall the 

United States do about trade, credits 

and shipping with China and Japan 

while these nations are at war. The 
procedure is to list the various possible 
policies and analyze the probable eco- 
nomic effects of each upon the United 

States. The possible policies are di- 

vided roughly into three groups: 

1. No positive restrictions on eco- 
nomic relations. 

2. Restrictions applied equally to 
China and Japan. 

3. Restrictions applied only to Japan 
as the aggressor. 

The conclusion reached is that the 
policy the Government is following at 
present, the no restriction policy, is 
likely to prove economically the cheap- 
est. Here, of course, lies danger of 
war with either Japan or China over 
the rights of our citizens, and this should 
rightly be considered an economic dis- 
advantage. But the feeling of the au- 
thor is that as long as no naval power 
enters the war on the side of China this 
risk is slight. What is more likely to 
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disrupt the no restriction policy now 
being pursued, he thinks, is the invo- 
cation of the recent Neutrality Law. 
This law, while it would little effect 
credit relations with Japan and China 
because both of these countries are now 
considered bad risks anyway, would ef- 
fect industries such as the aviation in- 
dustry whose best foreign customer 
China has been for some time. Like- 
wise a cash and carry policy of trading 
with these countries would be the 
equivalent of a free gift ot our oriental 
trade and shipping to other less par- 
ticular nations. Japan would be hurt 
by restriction much less than China be- 
cause Japan is much less dependent on 
finished products than is China: And 
further, if Japan should win the war, 
North China would become a serious 
competitor of our Southern states in the 
world’s cotton market. 

But, the author points out, short term 
economic losses are not all that must 
be considered. The long run signi- 
ficance on American economic life of 
another aggressive war left unchecked 
must be taken into account. However, 
economic restrictions by this country 
alone would have no effect on the dura- 
tion of the war and would cost us much 
to enforce. Therefore we may conclude 
that the present hands-off policy is 
likely to prove the cheapest both now 
and later. 

Here we have seen facts and figures; 
not thin theories on moral rights and 
duties. Certainly this booklet should 
change the ideas of some people on the 
calibre of thinking done by League of 
Nations associates. 


Economic CONSEQUENCES OF RECENT 
AmeERIcAN Tax Poticy. By Gerhard 
Colm and Fritz Lehman. New York: 
New School for Social Research, 
1938. Pp. 108. $1. 


THROUGH a very realistic approach this 
book attempts to show what the effects 
of the recent tax legislation will be on 
our economic life and particularly on 
the amount of savings available for the 
capital supply and the uses to. which 
these savings are likely to be put. 
Surprisingly enough the authors seem 
to think that the new taxes—capital 
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gains, undistributed profits, social secu- 
rity, and income—will reduce the total 
annual savings of the nation by only 
about a half-billion dollars. Corpora- 
tions, for example, consider themselves 
the hardest hit. In 1936 they retained 
30 per cent. less of their profits than 
in 1935. However, to avoid taxation 
this 30 per cent. was returned to stock- 
holders in the form of dividends and 
was therefore in a great part available 
for reinvestment. And, say the au- 
thors, “. . . in 1936 the management 
of many corporations succumbed to a 
kind of neurosis and distributed a 
greater part of the profits than they 
would disburse in future years under 
similar conditions. In later years more 
is likely to be retained because per- 
sonal income taxes on dividends are 
higher than the tax on undistributed 
profits. The Social Security Act pre- 
sents a more serious problem. Experi- 
ence in European countries after the 
adoption of social security legislation 
would tend to show that wage scales 
and therefore the workers’ ability to 
save will vary little. It is not the di- 
rect but the indirect effect of social 
security legislation that is likely to ef- 
fect savings—i.e., will workers save 
when they know they can expect old 
age benefits? The authors think that 
they will and that there will be no great 
reduction in the national savings here. 
To sum up, they present a brief bal- 
ance sheet which shows a reduction in 
annual savings of only one-half to three- 
quarters of a billion dollars. It is 
quite likely that some factors have been 
overlooked in this analysis which others 
will see. But such as it is it is sugges- 
tive. 


But of even more importance to 
bankers than the above is the question 
of how the new tax legislation will 
effect the distribution of savings in the 
capital supply. In what will the sav- 
ings be invested? Rank deposits, in 
any case, the authors assert, will not 
suffer. Even low interest rates will 
have little effect on the volume of sav- 
ings. While some may be discouraged 
by low rates others will save more to 


get the same return. What will suffer, 
they feel, are the securities of industry 
—preferred and common stocks. This 
is because under the new tax laws the 
wealthier classes are hit the hardest 
and, according to income tax statistics, 
it is the wealthy who hold the major 
portion of these securities. Under the 
new laws they will have less to invest 
and what they do have they will invest 
in increasing proportion in tax exempt 
securities. On the other hand, deposits, 
real estate and life insurance are the 
important investments of those in the 
lower brackets. These will show little 
change. Therefore, taxation will cur- 
tail business finance more than institu- 
tional savings, and this scarcity of busi- 
ness capital is likely to be felt mostly 
by new issues because existing tax legis- 
lation is unfavorable to risky invest- 
ments and short-time speculations. 


The findings of this book, although 
logically arrived at, are in some re- 
spects startling. As all books of its 
type, this book will be questioned. But 
at least it should be questioned and not 
ignored. It is a closely wrought and 
logical analysis of an important ques- 
tion. 


BOOK NOTES 


4| The Macmillan Company has just an- 
nounced the publication of a second 
book of ruled forms to be used in con- 
junction with the problems in the text 
of “Principles of Accounting” by 
Prickett and Mikesell, which was re- 
viewed in the January issue of THE 
BANKERS Macazine. The price of the 
ruled forms is $2. 


“Mopes AND Morors,” a new booklet 
being distributed by the General Motors 
Corporation, describes:a little known 
phase of the automobile industry—that 
of styling, color and design. The book- 
let as well as showing how General 
Motors cars are designed and styled by 
a special styling department covers 
briefly the history of art for the last 
50,000 years. 
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IN THE MONTHS NEWS 


Convention Dates 


GENERAL 


April 11-13—American Bankers Asso- 
ciation. Executive Council Meeting. 
Edgewater Gulf Hotel, Biloxi, Miss. 

April 21-22—Bankers Association for 
Foreign Trade. 16th Annual Meet- 
ing. French Lick Springs Hotel, 
French Lick Springs, Indiana. 

May 4-6—National Association of 
Mutual Savings Banks, Waldorf-As- 
toria Hotel, New York, N. Y. 

May 12-14—National Safe Deposit Ad- 
visory Council, Bellevue Stratford 
Hotel, Philadelphia. 

June 6-10—American Institute of Bank- 
ing. Louisville, Ky. 

October 31—November 3—Financial 
Advertisers Association. Fort Worth. 
Texas. 

November 
Association. 
Texas. 

November 14-17—Association of Bank 
Women. Houston, Texas. 


Bankers 
Houston, 


14-17—American 
Rice Hotel, 


STATE AND SECTIONAL 


April 3-5—Florida Bankers Association. 
Hollywood Beach Hotel, Hollywood. 

April 7-9—Pacific Northwest Confer- 
ence on Banking. Pullman, Wash. 

April 20-21—Georgia Bankers Associa- 
tion. Ansley Hotel, Atlanta, Ga. 

May 5-6—Oklahoma Bankers Associa- 
tion. Tulsa. 

May 5-6—Tennessee Bankers Associa- 
tion. Andrew Jackson Hotel, Knox- 
ville. 

May 9-11—Missouri Bankers Associa- 
tion. Excelsior Springs. 

May 10-11—Louisiana and Mississippi 
Bankers Associations (joint meeting). 
New Orleans. 

May 12-13—Alabama Bankers Associa- 
tion. Place not yet decided. 

May 12-13—Kansas Bankers Associa- 
tion. Hutchinson. 
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May 12-14—New Jersey Bankers Asso- 
ciation. Ambassador Hotel, Atlantic 
City. 

May 17-19—Texas Bankers Association. 
Fort Worth. 

May 18—New Jersey Savings Banks 
Association. Montclair Golf Club, 
Montclair, 

May 18-20—Pennsylvania Bankers As- 
sociation. Bellevue Stratford Hotel. 
Philadelphia. 

May 23-24—Illinois Bankers Associa- 
tion. Abraham Lincoln Hotel, Spring- 
field. 

May 25-27—Arkansas 
sociation. Arlington 
Springs. 

May 25-27—California Bankers Asso- 
ciation. Hotel Del Monte, Del Monte, 
Calif. 

May 26-27—Indiana Bankers Associa- 
tion. French Lick Springs Hotel, 
French Lick Springs. 

May 26-27—Ohio Bankers Association. 
Dayton. 

May 28-June 2—Maryland Bankers As- 
sociation. Bermuda Cruise on S. S. 
Reliance. 

May 30—Arkansas Bankers Association. 
Junior Bankers Section. Educational 
Conference. Little Rock. 

June 1—Oregon Bankers Association. 
Corvallis. 

June 2-3—South Dakota Bankers Asso- 
ciation. Huron. 

June 3-4—Joint Meeting New Mexico 
and Arizona Bankers Associations. 
El Rancho Hotel, Gallup, New Mex- 
ico. 

June 6-8—Iowa Bankers Association. 
Fort Des Moines Hotel, Des Moines. 

June 8-9—Wisconsin Bankers Associa- 
tion. Hotel Pfister, Milwaukee. 

June 9-11— Massachusetts Bankers 
Association. New Ocean House, 
Swampscott. 

June 9-12—District of Columbia Bank- 
ers Association. The Homestead, 
Hot Springs, Va. 
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June 15—Rhode Island Bankers Asso- 
ciation. Providence. 

June 16-18—Virginia Bankers Associa- 
i The Homestead, Hot Springs, 

a. 

June 17-18—Colorado Bankers Associa- 
tion. Broadmoor Hotel, Colorado 
Springs. 

June 19—Vermont Bankers Association. 
Woodstock. 

June 19-26—North Carolina Bankers 
Association. Nassau and Havana 
Cruise on S. S. Reliance. 

June 23-25—West Virginia Bankers 
Association. Greenbrier Hotel, White 
Sulphur Springs, West Va. 

June 25-27—New York Bankers Asso- 
ciation. Saranac Inn, Upper Saranac, 
New York. 

July 11-15—North Carolina Bankers 
Conference, University of North Caro- 
lina, Chapel Hill, N. C. 

July 22-24—Michigan Bankers Associa- 
tion. Grand Rapids. 

August 24-27—Virginia Bankers Con- 
ference. University of Virginia, 
Charlottesville. 

September 8—Delaware Bankers Asso- 
ciation. Rehoboth. 

September 8-9—Maine Savings Banks 
Association. 

November 9-11—Pacific 


Conference. 


Coast Trust 
San Francisco. 


Anniversaries 


q In a booklet issued to commemorate 
its 70th anniversary the Live Stock Na- 
tional Bank of Chicago shows by con- 
trast the changes that have taken place 
in the city during those 70 years and 
reviews the factors that have contributed 
both to the progress of the Middle West 
and to the growth of the bank. The first 
half of the booklet is devoted to pairs 
of contrasting pictures showing the city 
as it was 70 years ago and as it is to- 
day. False-front stores and houses have 
given way to skyscrapers and motor 
cars; sailing boats to steamships; loco- 
motives with funnel-shaped stacks to 
the streamliners of today. Two pictures 
of the bank show its first building, a 
one-story affair resembling in shape a 
country garage; and its present~ home, 
which is modeled after Independence 
Hall. 
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The last section of the booklet is de- 
voted to pictures and description of 
the bank showing the expansion it has 
made both in resources and services 
rendered. Particularly interesting are 
the comparative financial statements for 
the years 1868 and 1938. Resources 
have increased from $240,040 to $26,- 
757,947. 


q L. O. Ivey, executive vice-president of 
the Citizens National Trust and Savings 
Bank of Los Angeles, on March 15 cele- 
brated his 35th anniversary of joining 
that institution. Mr. Ivey started in 
1903 as a messenger boy atid was ad- 
vanced rapidly becoming assistant 
cashier, vice-president, director and 
executive vice-president in turn. He is 
a member of the Reserve City Bankers 
Association and a member for Cali- 
fornia of the executive committee of the 
American Bankers Association. 


Associations 


q Prizes totaling $500 have been offered 
by the Illinois Bankers Association for 
the best essays submitted by Illinois 
high school students on the subject of 
“Preserving the State Banking System 
by Adoption of the Proposed Amend- 
ment to the Illinois Constitution,” ac- 
cording to a recent announcement made 
by Martin A. Graettinger, executive 
vice-president of the association. 

Three prizes are to be awarded: a 
$350 scholarship at the University of 
Illinois, $100 to be applied to tuition 
at any university or college in the state, 
and $50 in cash. The judges of the 
state-wide contest will be Frederic E. 
Lee, William E. Britton and C. R. An- 
derson, all of the University of Illinois 
faculty; J. F. Schmidt of Waterloo, 
president of the association; F. A. Gerd- 
ing of Ottawa, vice-president, and Mr. 
Graettinger. 

The proposed amendment, which 
goes before the people in the November 
elections, makes continued existence of 
state banks in Illinois possible by plac- 
ing them on an equal footing with na- 
tional banks in respect to shareholder 
liability. 


q A news and radio information serv- 
ice designed to give Illinois farmers the 
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results of tests and discoveries of more 
than fifty agricultural experiment sta- 
tions throughout the country is being 
sponsored by many of the 800 member 
banks of the Illinois Bankers Associa- 
tion. “Experiment Station News,” pub- 
lished by the association, is being 
distributed to the banks’ farmer custom- 
ers, and a number of Illinois radio sta- 
tions are. broadcasting news from 
agricultural experiment stations in co- 
operation with the association under 
the title “Farm Facts Worth Knowing.” 
Both the radio programs and the bulle- 
tins are edited by William Bolte, for- 
merly in charge of animal husbandry 
and poultry husbandry in two experi- 
ment stations. 

The Illinois Bankers Association com- 
mittees on agriculture, W. C. Gilmore, 
chairman, and education and public re- 
lations, F. D. Anderson, chairman, 
joined in arranging the service. 


q Complaints of misleading advertising 
on the part of Federal Savings and 
Loan Associations are being lodged 
with the Wisconsin Bankers Association 
by member banks. The criticism is that 
reference by these associations in their 
advertising to “deposits” and “insur- 
ance” are misleading the public. 
Investors in savings and loan associa- 
tions, the complaining banks point out, 
do not actually have their money on 
deposit as if in a savings account and 
are insured only on the principal 
amount with no guarantee that they 
can have their money when they want 
it. Under existing laws the savings 
and loan associations may at any time 
they feel it necessary refuse to redeem 
their shares. Therefore, the small in- 
vestor confronted with an emergency 
may be unable to convert his holdings 
into ready cash. It is for this reason 
that some of the member banks of the 
Wisconsin Bankers Association object 
to savings and loan advertising that 
includes the words “deposits” and “in- 


sured.” 


@ Addresses and discussions are com- 
bined on the program of the 7th an- 
nual meeting of the Bankers Associa- 
tion for Foreign Trade. President 
W. F. Gephart, vice-president of the 
First National Bank of St. Louis, will 
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speak on the “Future Activities for the 
Bankers Association for Foreign Trade.” 
Other speakers will include Victor J. 
Usher of the Mellon National Bank, 
Pittsburgh; Joseph C. Rovensky, vice- 
president, the Chase National Bank; 
Jo Zach Miller III, chairman of the 
committee on resolutions; Dr. Henry 
F. Grady of the Tariff Commission; 
W. R. Mitchell, manager, J. P. Mor- 
gan & Co., New York. 

The meeting is scheduled for April 
21-22 at the French Lick Springs Ho- 
tel, French Lick Springs, Ind. 


Bank Stocks 


q New York City bank stocks closed 
moderately higher in February, accord- 
ing to Hoit, Rose & Troster, New York. 
Weighted average of 17 leading issues 
opened the month at 43.81 and reached 
month’s low of 42.75 on February 3. 
In the following week, however, a good 
rally of 214 points carried the average 
to 45.28 on February 9, the month’s 
high. At the close February 28 of 
44.29, over half of this gain over the 
low was still held. 


Bank Buildings 


q Complete remodeling of the First 
National Bank, Sharon, Pa., was fin- 
ished last December by the Tilghman 
Moyer Co. The solidly built sixty year 
old building of this bank was enlarged 
and used as the base for a new and 
modern structure. The exterior and in- 
terior have been entirely remodeled and 
space provided for greater banking ac- 
commodations by the use of a new and 
improved floor plan. 


q The popular belief that building pro- 
grams have always been delayed and 
put off during periods of high building 
costs is not true, according to an article 
in Foresight, the magazine of Tilghman 
Moyer Company, Allentown, Pa., bank 
architects and engineers. Using graphs 
based on information from Engineering 
News Record it is shown that the curves 
for building costs and building volume 
do not oppose each other. For ex- 
ample, during the period from 1917 to 
1923 the volume of building doubled 


despite a cost increase of 70 per cent. 
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Foresight claims that at no time does 
volume wait to get under way until 
costs have receded. The fact is that 
buildings are built when they are needed 
regardless of prevailing costs. And this 
is wise because a drop in costs may not 
come when expected and in the mean- 
time the business. concerned has lost 
the value of the new building for the 
whole waiting period. 


q Following the principle of functional 
planning, the Broadway and 24th Street 
office of the Public National Bank of 
New York has been converted into a 
modern and_ efficient bank office 
with every convenience for customers. 
York & Sawyer, New York architects, 
incorporated in the building the most 
advanced equipment and ideas on space 
saving. 


q A modern and yet conservative face 
lifting has been undergone by the Lin- 
coln National Bank, Newark. The pre- 
war architecture of the building has 
been transformed by a new front of 
dark green marble and terra cotta. The 
bank’s sign is of stainless steel letters 
embedded in the stone. The old door- 
way and clock above it have been re- 
tained. Interior modernization has 
been done to provide better accommoda- 
tions for the ever-growing number of 
customers. 

The architects were Uffinger, Foster & 
Bookwalter of New York City. 


G Convenience for customers is the key- 
note of the new building of the Santa 
Monica Commercial and Savings Bank. 
Believing the customers desire a certain 
degree of privacy, the bank has installed 
open booths in front of both the tell- 
ers’ and loan department’s windows. 
Privacy is given transactions. Another 
feature for convenience is parking room 
for 50 cars on either side of the bank. 

However, in the aim to please pro- 
tection has not been overlooked in the 
new building. California being sub- 
ject as it is to occasional earthquakes, 
the vaults and bank walls have been 
made shockproof by special steel re- 
inforcing. The roof, too, is of special 
construction. 


G A new double-door type of night de- 
pository features the recently remodeled 
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building of the State Bank Company 
of Massillon, Ohio. The depository slot 
is on the inner of two doors. The outer 
door is locked, but merchants wishing 
to use the service are given keys ad- 
mitting them to the vestibule where 
they make their deposits with privacy. 
It is hoped that the local police have 
been informed of the new plan. 


q Brooklyn’s Borough President, Ray- 
mond V. Ingersol, was enlisted to offi- 
cially open the new home of the Fulton 
Savings Bank. The entire building is 
equipped. with air conditioning and in- 
direct lighting. A new basement vault 
supplying space for 4000 safe deposit 
boxes is protected by 15-ton Mosler 
safe doors. Provision has also been 
made on the second floor for future 
expansion. The Fulton Savings Bank 
has increased its deposits from $104,- 
983 to $33,000,000 in the 70 years of 


its existence. 


Branch Banking 


@ The conversion of the Badger State 
Bank of Milwaukee into the twelfth 
branch office of the First Wisconsin 
National Bank, Milwaukee, on March 
19 marked the final step in a program 
of city-wide banking service instituted 
by the First Wisconsin a few years ago. 

“The completion of these arrange- 
ments,” said Walter Kasten, president 
of the First Wisconsin, “provides the 
residents and business interests of one 
of Milwaukee’s most important neigh- 
borhood centers with the extensive re- 
sources and contacts of the largest 
banking institution in Wisconsin.” 

No change is contemplated in the 
staff. Frank C. Bandelin, president of 
the Badger State Bank, remains as man- 
ager of the new branch. The Badger 
State Bank, which was established in 
1907 with a capital of $50,000, has 
grown steadily in financial strength 
until in 1938 its resources totaled 
$6,686,695.40. 


Business Conditions 


Doubts throughout the world regard- 
ing the prospects for peace are a de- 
pressing factor offsetting the few favor- 
able indications of a business revival, 
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according to the Guaranty Survey, pub- 
lished by the Guaranty Trust Company 
of New York. It says: 


“Developments in the economic situa- 
tion have been highly irregular in re- 
cent weeks. Business activity in this 
country has shown little significant 
change, with operations in most 
branches of industry and trade fluctuat- 
ing within narrow limits at or about 
the lowest levels reached in several 
years. Signs of moderate improvement 
have been noted in certain lines. Fully 
offsetting such encouraging factors, 
however, has been the unsettling influ- 
ence of events abroad, including the 
German occupation of Austria, the 
Polish-Lithuanian dispute, and reports 
indicating that a critical stage has been 
reached in the Spanish civil war. As 
a result of these developments, the 
business outlook is clouded to an even 
greater extent than has been usual in 
recent years by considerations of an in- 
ternational political nature. 

“As far as conditions in this country 
are concerned, there is perhaps more 
ground for encouragement at present 
than at numerous times in the past. 
Comparatively few proposals of a dras- 
tic and unsettling nature are receiving 
serious consideration in Congress. 
Moreover, there is an apparent willing- 
ness to grant at least a measure of re- 
lief to business in the matter of tax 
revision and a determination in official 
quarters to take decisive steps in meet- 
ing the railway crisis, by new legisla- 
tion if necessary. 

“These favorable elements are un- 
fortunately overshadowed, for the time 
being at least, by the uneasiness that 
exists throughout the world regarding 
the prospects for maintaining peace. It 
is universally realized that an outbreak 
of armed conflict on a large scale, re- 
gardless of which nations became in- 
volved and which remained neutral, 
would result in economic and financial 
disorders of the gravest nature, to 
which no country, whatever its policies, 
would be immune. When the severity 
and duration of the economic dis- 
organization occasioned by the last war 
are borne in mind, it is not surprising 
that threats to peace outweigh all other 
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considerations in the general business 
outlook. 


“Although no marked upturn in gen- 
eral business activity has yet occurred, 
some encouragement can be derived 
from the greater stability that has ap- 
peared recently. The index of business 
activity of the Guaranty Trust Com- 
pany for February stands at 69.1, show- 
ing a decline of only four fractional 
points below the January level. This 
is the first time since last August that 
a sharp recession has not been re- 
ported.” 


q Recovery will be slow in the opinion 
of the New England Letter issued by 
the First National Bank of Boston: 


“Industrial activity, after having de- 
clined sharply during the last four 
months of 1937 has, since the first of 
the year, pursued a sidewise course. 
Conservative sentiment prevails. Buy- 
ing policies are cautious and are con- 
fined largely to necessitous replenish- 
ments. There is no apparent incentive 
to make future commitments on an ex- 
tensive scale in view of the weakness 
in commodity prices, the uncertainty 
over future outlook as well as unsettle- 
ment abroad. Inventories of finished 
goods held by manufacturers in Janu- 
ary, according to the United States De- 
partment of Commerce, were at the 
highest level since 1930. Corporation 
earnings have been drastically reduced. 
It would appear that the period of ad- 
justment may be prolonged and that 
recovery will be slow. 

“Retail sales, as reflected by depart- 
ment stores, after having held up re- 
markably well, have since the first of 
March fallen considerably under the 
same period of a year ago. This un- 
favorable comparison is partly due to 
the fact that Easter came the latter part 
of March in 1937, whereas this year it 
is well into April. Curtailment of pur- 
chasing power, however, has obviously 
bven the important factor in the reduced 
volume of retail business. Since a year 
ago, national income has been cut by 
about 25 per cent. whereas the cost of 
living is only moderately down, accord- 
ing to official indices. This decline in 
purchasing power is likewise reflected 
in motion picture theatre attendance, 
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which is estimated to be about 15 per 
cent. below a year ago.” 


Capital Structure 


q The Bank of America, Los Angeles, 
has added $4,000,000 to the bank’s -sur- 
plus bringing the total figure to $40,- 
000,000. It was also voted by the board 
of directors to distribute $4,800,000 in 
dividends at the rate of $2.40 per share 
per annum. The distribution of this 
amount of money should, said L. M. 
Giannini, president of the Bank of 
America; mean much to business at this 
time. ~ 


Correspondent Relations 


@ Hereafter no charge will be made 
by Chicago banks for carrying in safe- 
keeping bonds owned by correspondent 
banks, according to an announcement 
by the Chicago Clearing House Associa- 
tion. The dropping of the charge, 
which was $1 per $1000 bond annually, 
is expected to attract a large volume 
of securities to Chicago. Bond houses 
are expected to profit by the change. 


Crime 


q “Stick °em up!” says the bandit. If 
this happens to you in your bank it 
would be well to follow the suggestions 
made in the bulletin of the West Vir- 
ginia Bankers Association. Here we 
learn that you should: 

1. See as much of the 
bandits as possible. 

2. Note any marks, scars or other 
physical deformities. 

3. Estimate height by comparison 
with yourself or some object. 

4. Observe any peculiarity in speech 
or movements. 

5 Note whether the gun is held in 
the right or the left hand. (Nothing 
is said about the two gun bad man.) 

After the bandit leaves you should: 

1. Follow in a car if possible. 

2. Secure a description of the car and 
the license number. 

3. Touch nothing in the bank until 
the finger print experts have had their 
innings. 

4. Secure a list of persons who in or 
out of the bank saw the robbery. 


350 


bandit or 


There is a lot of sound advice in 
these rules, but the greatest difficulty 
of all is likely to be remembering the 
rules when looking at the business end 
of the bandit’s gun. 


Deaths 


q Following an illness of several 
months, Manasseh Miller, president of 
the Prudential Savings Bank, Brook- 
lyn, N. Y., died recently at his home. 
Mr. Miller had served as president of 
both the Prudential Savings Bank and 
the Title Guarantee Company, Brook- 
lyn, since 1924. He was also active in 
Jewish organizations and was a director 
of the Brooklyn Federation of Jewish 
Charities. 


q Edward K. Mills, president of the 
Morristown Trust Company, Morris- 
town, New Jersey, died on March 10 
following an appendectomy. Mr. Mills, 
who was 63, was elected a director of 
the trust company in 1922 and had been 
president since 1924. Previously he 
had been a state senator and a judge of 
the Court of Common Pleas. At the 
time of his death he was in his second 
term as a director of the Federal Re- 
serve Bank of New York. 


q Wilfred E. Riley, vice-president and 
trust officer of the First National Bank 
of Paterson, New Jersey, died at the 
age of 54 after 38 years of service to 
that institution. 


q Death has deprived the American 
Trust Company, San Francisco, of its 
president, Fred Tilden Elsey and con- 
troller, Charles A. Smith. President 
Elsey died at his home on February 28 
as the result of a heart attack. He had 
been hospitalized for heart trouble sev- 
eral months previously but had appar- 
ently recovered. Mr. Elsey started his 
career as an office boy with Haggin & 
Trevis, colorful pioneer developers of 
California. Through successive promo- 
tions he became manager of Haggin & 
Trevis’ Pacific Coast interests, a direc- 
tor of the American Trust Company and 
finally in 1929 president of that insti- 
tution. 

Charles A. Smith collapsed on the 
way to his office at the bank of what 
is believed to have been a heart attack. 
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He had occupied the position of con- 
troller of the American Trust Company 
since 1922. 


q The Stamford Savings Bank, Stam- 
ford, Conn., lost its president, Alfred 
Warner Dater, on February 21. Mr. 
Dater, who was 65, was chairman of 
the Stamford Gas & Electric, a member 
of the Stamford Board of Education 
and president of the Stamford Com- 
munity Chest. 


q Vice-President J. R. Douglas of the 
Security-First National Bank of Los 
Angeles died on March 1 after a short 
illness. Mr. Douglas was head of the 
department of research and service of 
the bank,. secretary of Group Five of 
the California Bankers Association and 
prominent in the American Institute of 
Banking. During the war he served on 
the War Trade Board and the Food Ad- 


ministration. 


@ Charles E. Kimball, a trust officer 
of the Chemical Bank and Trust Com- 
pany; died March 3 after a long illness. 
He was 47 years old. 

Mr. Kimball, a graduate of Prince- 
ton and Washington Universities, had 
been associated with the Chemical Bank 
and Trust Company for twelve years. 


q James H. Post, oldest member of the 
board of directors of the National City 
Bank of New York, a director of the 
City Bank Farmers Trust Company and 
trustee of the Williamsburgh Savings 
Bank of Brooklyn, died recently. 

Mr. Post was a director of several 
corporations and was known for his 
educational and philanthropic work. 


q A. J. Leggett, assistant vice-president 
of the Rochester (New York) Trust and 
Safe Deposit Company, died suddenly 
on March 7 after 43 years in the bank- 
ing profession. Mr. Leggett had been 
38 years with the Rochester Trust and 
Safe Deposit Company and had been 
previously connected with the Traders 
Bank of Rochester. He was spending 
the winter at St. Petersburg, Fla., when 
stricken. 


Earnings 


Deposits of the First National Bank 
in Palm Beach, Fla., on March 7 were 
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$8,365,105.96 an increase of over a 
million dollars from the same period 
last year. The statement shows cash, 
U. S. Government bonds, state and 
municipal bonds and other listed and 
marketable bonds amounting in all to 


$8,010,487.02. 


q A dividend of 20 per cent. on com- 
mon stock was declared in March by 
the First National Bank, Birmingham, 
Alabama. The dividend, according to 


‘the board of directors, came as a result 


of the retirement by the bank of $750,- 
000 of its class “A” prefrered stock 
owned by the R. F.C. It was necessary 
either to declare the dividend or in- 
crease surplus or undivided profits. 


q The board of directors of the Guar- 
anty Trust Company of New York have 
declared a quarterly dividend of 3 per 
cent. for the quarter ending March 31, 
1938, payable on April 1, 1938, to 
stockholders of record March 4, 1938. 


@ The board of directors of Manufac- 
turers Trust Company have declared the 
regular quarterly dividend of 50 cents 
per share on the common stock, payable 
on April 1, 1938, to stockholders of 
record on March 15. 

The board also declared the regular 
quarterly dividend of 50 cents per 
share on the preferred stock, payable 
on April 15, 1938, to stockholders of 
record on April 1. 


q The statement of The Chase National 
Bank for March 7, 1938, shows deposits 
of $2,115,262,000 compared with $2,- 
069,990,000 on December 31, 1937. 

Total resources amount to $2,423,- 
645,000 compared with $2,375,379,000 
on December 31, 1937; cash in the 
bank’s vaults and on deposit with the 
Federal Reserve Bank and other banks, 
$723,594,000 compared with $708,- 
040,000; investments in United States 
Government securities, $590,479,000 
compared with $603,362,000; loans and 
discounts, $733,095,000 compared with 
$728,522,000. 


GA profit of $12,798,324 or $1.14 a 
share for the year 1937 is revealed in 
the annual report of Transamerica Cor- 
poration. This figure does not include 
Transamerica’s proportion of the net 
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profit of the Bank of America N. T. & 
S. A. or recoveries amounting to $7,- 
190,240. Had these recoveries been in- 
cluded the figure for earnings would 
have been $19,988,564 or $1.78 a share. 
The net worth of the corporation, not 
taking into consideration good will and 
going concern value, is put at $136,- 
000,000 by President John M. Grant in 
a letter to shareholders, 


q A quarterly dividend of 5 per cent. 
payable April 1 to stockholders of rec- 
ord on March 19 was declared by the 
New York Trust Company at a meet- 
ing of the board of trustees held re- 
cently. 


q “Sell” is the general advice given to 
holders of bank stocks by Poor’s Indus- 
try and Investment Surveys, Banks and 
Finance Companies. The trend of bank 
earnings is downward, the survey says, 
and there is no immediate prospect of 
a reversal. Seven reasons are given 
for future decreasing bank earnings. 
They are: 


1. Low levels of business activity 
and confidence. 


2. Falling or stable commodity prices 


encouraging cautious hand-to-mouth 
purchasing of inventory. 

3. Uncertainties regarding trends of 
equity prices. 

4. Unlikelihood of an early firming 
of interest rates. 

5. Continuation and possible expan- 
sion of governmental competition and 
regulation. 

6. The unimpressive course of real 
estate markets and of construction. 

7. Weakness in security markets sug- 
gesting depreciation on investments and 
security losses. 

While many banks, such as the Na- 
tional Shawmut Bank of Boston, are 
effectively “retailing” bank credit, the 
survey points out, these increased reve- 
nues are not expected to offset the un- 
favorable trends of the major sources 
of banks’ operating income—interest on 
commercial loans and on investments. 

Recent proposed bank holding com- 
pany legislation on the part of the Fed- 
eral Government is also considered 
detrimental to general banking interests 
by Poor’s. Concentration in a few 
strong groups makes for sounder bank- 
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ing and fewer failures than small unit 
banking, according to the survey. 

Finance companies, on the other 
hand, are considered practically de- 
pression-proof. Investors are advised 
to hold their stock in such companies 
as the Beneficial Industrial Loan Cor- 
poration, Commrecial Credit Company, 
The First Boston Corporation and the 
Household Finance Corporation. 

Detailed studies of 33 banks and 
finance companies are given in which 
are included condensed statements and 
comparisons of earnings over a period 
of years. 


q The regular dividend of $2.00 a share 
was paid April 1 to stockholders of 
record March 24 by the State Street 
Trust Company of Boston. 


Education 
@ The Bankers Forum of the New York 


chapter of the American Institute of 
Banking opened its spring series of 
meetings at its headquarters in the 
Woolworth Building with a talk by Pro- 
fessor William A. Irwin of the Insti- 
tute’s Graduate School of Banking on 
the subject of the economics of the agri- 
cultural problem. S. Sloan Colt, presi- 
dent of the Bankers Trust Company, 
presided. 

Further meetings will be held fort- 
nightly until April 27. 


@The Pacific Northwest School of 
Banking, located at the University of 
Washington in Seattle, has completed 
its organization plans and recently is- 
sued its first catalogue. The faculty 
secured includes both practical bank- 
ers and college professors from widely 
scattered institutions. All are recog- 
nized specialists in the fields in which 
they are to instruct. 

Application blanks are now avail- 
able, and those who will be considered 
for the limited enrollment of one hun- 
dred must be male employes of banks 
that are members of the four bankers 
associations participating in the Pacific 
Northwest Banking School and must 
have five years in bank work. 

The first resident session is to be 
from August 22 to September 2 inclu- 
sive. Arrangements have been made 
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Before (upper) and after (below) a remodeling job of the banking room of the 

First National Bank, Confluence, Pa. This job was designed and carried out by 

the Tilghman Moyer Company, Allentown, Pa., who specialize in the construction 
and equipment ‘of bank - buildings.. 
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to house the students. in the dormitories 
of the University of Washington and 
for them to avail themselves of the 
university's athletic facilities. The four 
courses to be given are Management of 
Earning Assets, Economics of Money 
and Credit, Analysis of Commercial 
Loans and Analysis of Corporation 
Bonds. Provisions have also been 
made for extension work to continue 
the benefits of the school throughout 
the year. 


q With the codperation of the State Di- 
vision of Banking and the University 
of Kentucky the Kentucky Bankers As- 
sociation is holding a conference on the 
university campus from July 19 to 21. 
This conference, the first of its kind 
for the Kentucky Bankers Association, 
will consist of a program and forum 
on subjects of particular interest to 
bank executives. 


Equipment 
q The Union Savings Bank of Bellaire, 


Ohio, believes in having its ounce of 
protection. The bank recently installed 
the complete Banktrol System of the 
Yale & Towne Manufacturing Company. 
To thwart daylight holdups the system 
provides automatic self-closing cash 
drawers which may be closed silently 
and time locked from any one of many 
remote control stations. There is also 
a neon electric warning sign. 


q A new proof machine capable of sort- 
ing a list 24 ways has been installed 
by the First National Bank and Trust 
Company of Oklahoma City. This ma- 
chine, built by the International Busi- 
ness Machine Company, is the only one 
of its kind in use by an Oklahoma 
bank. 


q A new automatic receipt-giving teller 
designed by employes and built by a 
local manufacturer is being tried out 
during rush hours by the Worcester 
County Trust Company, Worcester, 
Massachusetts. 


The machine, which features a device 
for automatically giving the depositor 
a receipt, is intended to provide rapid 
service during rush hours for those de- 
positors who do not wish to stand in 





line. No reduction in the regular 
number of tellers employed is antici- 
pated. 

The machine is three feet high and 
is joined to a 600 pound vault at its 
base. This vault is securely anchored 
into the marble floor. The vault will 
be emptied periodically and the de- 
posits put through the regular channels. 


q The Guilford National Bank of 
Greensboro, North Carolina, has also 
put in use an automatic teller which 
provides for the crediting of deposits 
the same day as made and the mailing 
of a receipt. 


GA sample was enough to sell the 
Central National Bank, Topeka, Kan- 
sas, on air conditioning. Bank officers 
“sampled” air conditioning on a hot 
summer day with portable coolers and 
as a result installed a complete Carrier 
central station system in the 45-year-old 
building. 


q A teletypewriter service providing 
almost instant communication with 
most of the banks, brokerage offices and 
large industrial corporations through- 
out the country has been installed by 
the Bell System for the First National 
Bank in Palm Beach, Florida. Presi- 
dent Wiley R. Reynolds announced that 
the service, though installed for the 
convenience of the bank, would be 
available at cost rates to the bank’s 
clients and friends. 


q A new pick-proof lock invented by 
Samuel Segal, a former detective of 
the New York police department, has 
just been announced by the Segal Lock 
and Hardware Co., 261 Broadway, New 
York. This lock, according to the 
manufacturers, has undergone tests at 
Underwriters’ Laboratories which prove 
conclusively that it cannot be picked. 
It is expected that this lock, which is 
designed for use on automobiles, bank 
vaults, filing cabinets, burglar alarms, 
strong boxes and desks, may result in 
substantially lower insurance rates. 

A special feature of the invention is 
that it can easily be installed on any 
lock by merely replacing the present 
cylinder. 
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Government Competition 


q The beginning of a vicious circle is 
seen by the Bulletin of the Idaho Bank- 
ers Association in the Government’s 
high pressure drive to sell bonds to 
private investors. To buy these bonds 
depositors will withdraw their savings 
from banks and the banks to meet these 
withdrawals will be obliged to sell 
their Government holdings. 


The Government bond sales campaign 
provides unfair competition to private 
banks, the Bulletin further maintains. 
Millions of copies of attractive litera- 
ture are sent out, the cost, which would 
be prohibitive for a private bank, being 
paid from general tax proceeds. The 
letters containing the advertising and a 
return envelope are sent through the 
mails free. The rate for private banks 
would be six cents. General overhead 
is also eliminated by charging this ex- 
pense to other activities. And finally, 
earnings are made tax-free while bank 
deposits are not so exempted. 


@ Federal loan agencies are giving 
banks serious competition in the field 
of chattel mortgage loans according to 
word received by F. L. O’Hair, presi- 
dent of the Central National Bank, 
Greencastle, Indiana. Quoting a letter 
from William J. Munit of Pierre, South 
Dakota he points out, for example, that 
in a survey made of two counties of 
South Dakota it was found that in a 
six-month period Federal loan agencies 
made 737 chattel mortgage loans total- 
ing $259,405 while the seven private 
banks made only 226 chattel mortgages 
totaling $154,837. 


q The following letter has been ad- 
dressed to bankers by Jesse H. Jones, 
chairman of the Reconstruction Finance 
Corporation: 

“In a desire to get the Government 
out of the lending business, the Presi- 
dent on Oct. 18, 1937, instructed the 
Reconstruction Finance Corporation to 
take no more new applications. Since 
that time it has been necessary to mod- 
ify those instructions in certain emer- 
gency situations. 

“Due to the sharp decline in business 
and employment, the President has now 
requested that we resume lending to 
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deserving borrowers where the law 
permits, and where credit is not other- 
wise available. 


“Accordingly, we have instructed 
out thirty-two offices to accept applica- 
tions for loans, and that they be con- 
sidered by our advisory committees as 
heretofore, but we would greatly prefer 
that banks coéperate with us by orig- 
inating the loans and taking a partici- 
pation in them. 

“The Reconstruction Finance Cor- 
poration will have no hard and fast rule 
as to what part of a loan it will take 
in participation with banks. The pur- 
pose and circumstances in each instance 
will govern. Agreements can be reached 
at the time the loan is authorized, and 
if the lending bank wishes to carry 
the entire loan, the Reconstruction 
Finance Corporation will contract with 
the bank to take over such portion of 
it as may be agreed upon. The takeout 
can be on demand or at stated periods, 
whichever the bank prefers. The Re- 
construction Finance Corporation will 
require some part of the interest for 
this underwriting. 


“Many industrial loans are good that 
are not necessarily desirable for a 
bank, because payment of the loan will 
depend too much on the profitable op- 
eration of the borrower. This is the 
type of loan we would like the codpera- 
tion of banks in making, where employ- 
ment will be provided, and the security 
will reasonably assure ultimate liquida- 
tion of the loan. 

“Our banking laws permit such loans 
and bank examiners need not and 
should not criticize or call special at- 
tention to them. 


“Borrowers need to have definite ma- 
turities that they can hope to meet, 
very much longer than has been cus- 
tomary in commercial banking. 


“The small units in business and in- 
dustry comprise the major part of it 
and loans that will give employment 
even for a few people will stimulate 
business and relieve the Government 
relief rolls to that extent. 

“IT am aware that some want to 
borrow who have no reasonable assur- 
ance of being able to repay the loans, 
but many of these can be helped if we 
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take the pains to examine into and work 
out a program for them. 


“IT am also aware that all banks 
want to lend and are looking for good 
loans. My suggestion is that we try 
a little harder and avail ourselves of 
the more liberal banking laws in grant- 
ing credit, particularly as to maturities 
and the character of security required. 

“It is the responsibility, and I am 
sure the wish, of all of us, to do every- 
thing we can to assist in getting back 
to normal conditions. 

“In that spirit.and belief, we ask the 
wholehearted codperation of banks in 
meeting every legitimate demand for 
credit that induces employment and 
produces wealth.” 


Bank Holding Companies 


q Serious and unlooked for complica- 
tions may develop, many bankers be- 
lieve, if veteran Senator Carter Glass’ 
new bill for regulating bank holding 
companies is made law. A cursory ex- 
amination of the proposed bill revealed 
those regulatory measures that had 
been more or less expected; prohibition 
of the formation of new bank holding 
companies or the expansion of those 
now existing; prohibition of holding 
company controlled banks from open- 
ing new branches or making loans to 
their own affiliates; provision for regu- 
lar government investigation and 
authority for the Federal Deposit Insur- 
ance Corporation to dismiss from in- 
surance any bank violating the Act. 

A more careful reading, however, 
uncovered what had at first seemed to 
be a small item—the provision defining 
“control” as ownership of 10 per cent. 
of a bank’s shares. If the bill passes 
with this definition left intact, several 
large institutions who have never con- 
sidered themselves as controlled by 
holding companies will be affected. 
Already the case of the National City 
Bank of New York has been cited as 
an example. According to last reports 
the Transamerica Corporation owns 
more than 10 per cent. of the stock of 
the National City Bank. This would 
under the terms of the Glass bill, pre- 
vent the National City Bank from open- 
ing new branches. 
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It is thought that many smaller 
banks will be unearthed that are in a 
similar technical predicament. 

Secretary of the Treasury Morgen- 
thau has so far declined to make any 
official comment on the bill, but has 
given out that he has exchanged views 
with Senator Glass and they have 
reached an understanding. 


q The Shawmut Association, affiliated 
with the National Shawmut Bank of 
Boston, controls a majority of the pre- 
ferred “B” stock of the Merchants Na- 
tional Bank, Salem, Massachusetts and 
a majority of the common stock of 
seven other banks in the vicinity of 
Boston, according to the annual report 
of the Association. 


Investments 


@ More flexible investment manage- 
ment was urged upon savings bankers 
at the annual Spring Savings Confer- 
ence of the American Bankers Associa- 
tion held in New York by Robert L. 
Garner, vice-president of the Guaranty 
Trust Company. Securities, he stated, 
should not be held without good reason. 
Investments which are deteriorating 
should be weeded out when the oppor- 
tunity presents itself of converting into 
others more advantageous from the 
point of security. A constant process 
of selectivity should go on. This will 
sometimes result in a book loss on the 
securities sold, but Mr. Garner feels if 
investment is considered primarily and 
book cost is not given too much weight 
the best results will be achieved in the 
long run. 

Discussing the outlook for money 
rates, Mr. Garner said, “Probably many 
of you, like myself, have underestimated 
the length of time that low money rates 
could be maintained in the faée of gov- 
ernment expenditures, unbalanced bud- 
gets and other inflationary factors. We 
may guess that this cannot continue 
much longer, but we must admit that 
we have nothing better than a guess on 
which to predict that money rates will 
actually rise. However, I believe we 
are justified in assuming that any ma- 
terial change in rates will be upward 
and that they cannot indefinitely con- 
tinue at existing levels. Therefore, I 
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conclude that we should not contract 
for income at prevailing low rates for 
any longer period of time than is 
necessary.” 


Legislation 


qA bill providing for the establish- 
ment of mortgage banks is now under 
consideration by the New York State 
Legislature. The bill, which is en- 
dorsed by Governor Lehman and num- 
erous real estate and building associa- 
tions, provides for the establishment 
under strict state control of privately 
operated mortgage banks. These banks 
are designed to increase the available 
supply of real estate mortgage money 
and to provide a safe liquid investment 
for investors. To prevent a repetition 
of the numerous failures in 1929 strict 
regulatory measures are included in 
the bill. The percentage of any one 
loan to the total capital of the bank 
and the percentage of any loan to the 
appraised valuation of the property are 
both set. To protect the investor it is 
provided that all holdings shall be 
backed by the bank’s entire portfolio 
and not by participation in any one 
mortgage. 

It is claimed that the system has 
operated successfully in several for- 
eign countries. An outstanding example 
is the Crédit Foncier in France. 


q The Patman bill for Government 
control of the Federal Reserve system 
has been termed “a long step in the 
direction of an undesirable type of con- 
trol over our economic activities by the 
central government” by members of 
the Economists’ National Committee on 
Monetary Policy. The bill, members 
of the committee charge, would permit 
the introduction of politics into what 
should be a non-partisan and scientific 
banking group. Members of the com- 
mittee registering their protest include 
university professors and newspaper 
men principally. 


Loans 


@ Plans formulated by the American 
National Bank of Nashville, Tennessee 
aim at helping local banks in other 


358 


cities and towns to make loans to in- 
dividuals for- property improvement 
under Title I of the Federal Housing 
Act. By paying local banks 1 per cent. 
of the total amount of the loans they 
secure the American National Bank is 
seeking to gain a great enough volume 
of this type of loan to insure both 
profits and security. 

The plan works like this: If a bank 
has a few loans totaling only $1,000 
the Government guarantee of 10 per 
cent. is only $100 and should one of 
the loans go bad this amount might not 
be sufficient. For this reason many 
banks have not cared to solicit this type 
of loan. However, if a bank has a 
larger volume of these loans, say 
$100,000, the guarantee amounts to 
$10,000, then as the monthly payments 
on the loans are made the amount 
invested is reduced while the guarantee 
remains the same, thereby increasing 
materially the ratio of protection. The 
American National Bank hopes that it 
can obtain a sufficiently large number 
of these loans through other banks to 
insure satisfactory protection and at 
the same time to enable it to pay each 
bank 1 per cent. of the total amount 
of each loan it brings in. 

Banks are urged to refer to the 
American National Bank any loans they 
can recommend, but do not feel they 
themselves care to make. Their only 
responsibility will be to make a credit 
report on the applicants and receive for 
forwarding the payments of those cus- 
tomers who prefer to remit to their 
local bank. In return the local banks 
will get the 1 per cent. payment and 
will benefit by the increased property 
value and business activity which these 
loans will foster. 

When Title I of the Federal Housing 
Act was first in force many banks 
throughout Tennessee, Kentucky, Ala- 
bama, and Mississippi made use of the 
facilities of the American National 
Bank. Now that the life of the Act has 
been renewed by Congress until June 
30, 1939, the bank hopes to extend 
this phase of its business even further. 


q Despite the general downward trend 
in commercial, industrial and agricul- 
tural loans shown in Federal Reserve 
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Board figures, New York banks have 
been reporting a seasonal pick-up. Fed- 
eral Reserve figures showed ~a_ recent 
drop of $21,000,000 in loans bringing 
the total since last October to $514,- 
000,000. 


Mortgages 


@ Government codperation with busi- 
ness for relief from our insupportable 
tax burden was the appeal sounded by 
Lawrence B. Cummings, former member 
of the Mortgage Commission of the 
State of New York, in an address de- 
livered at the Spring Savings Confer- 
ence of the American Bankers Associa- 
tion. 


Mr. Cummings asserted that the “best 
medium we have found so far for the 
control of the supply of mortgage 
money is in the concerted refusal to 
extend credit to unworthy building 
projects. Competition for idle funds 
prevents the refusal or boycott of a 
sound loan. But unsound financing is 
prevented, together with the disastrous 
consequences of its collapse.” 

Among the serious menaces to stabil- 
ity Mr. Cummings cited that of govern- 
ment competition and the creeping 
paralysis of taxation. He declared: 
“It has been well said that it is within 
the power of the administration to dis- 
courage the notion that wealth can be 
produced by making laws about it and 
that we can all grow richer if we do 
less work. It can instead preach the 
sound, old-fashioned doctrine that it is 
the duty of citizens to support their 
government and not the duty of the 
government to support its citizens.” 


q How to gracefully refuse a mortgage 
applicant is the subject of a letter to 
the editor of the Savings Banker. The 
refusal should be made in as courteous 
and sympathetic manner as possible. A 
refusal poorly made will both hurt the 
applicant and the bank by creating 
public ill-will. For this reason refusals 
should be brief with little mention 
made of specific reasons. Suppose, for 
instance, that the property is all right 
but the applicant’s personal record is 
unsatisfactory. It would hardly be wise 
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to say this in your refusal. Likewise 
racial trends in population and neigh- 
borhood qualifications are points to be 
avoided. Experience shows, the writer 
says, that the most satisfactory method 
is simply to state that the investment 
board, after consideration of the ap- 
plication and inspection of the prop- 
erty, regrets that it does not see its 
way clear to make the loan. In no 


case should a printed form be used for 
a refusal. 


q Character, capacity and capital are 
the factors to be considered in making 
a residential mortgage, and the most 
neglected of these by bank officers is 
character, says George A. Kyle, treas- 
urer of the Boston Five Cents Savings 
Bank in an article appearing in the 
Savings Banker. The Federal Housing 
Authority has been of service in show- 
ing bankers the importance of personal 
history and personal financial state- 
ments. The personal equation is all 
important because without willingness 
to pay ability and property are far 
from enough. Items included in the 
FHA investigations are: 


Attitude toward obligations. 

Ability to pay. 

Prospects for future. 

Ratio value of property to annual 
income. 

Ratio of monthly mortgage obliga- 
tion to income. 

Associates. 


Information of this nature should be 
secured before a mortgage is made, and 
the best way to secure it is by a friendly 
conversation between the applicant and 
one of the bank’s officers. 


National Banks 


qAs an aid particularly to smaller 
banks a reduction in the assessment for 
national bank examination of $25 has 
been announced by the Comptroller of 


the Currency, J. F. T. O’Conner. The 
base fee for assessments has _ been 
dropped from $100 to $75. It is esti- 
mated that the reduction will save na- 
tional banks about $260,000 on the 
basis of two examinations a year. 
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...-- two books that all bank 


officers and correspondents should 
have on their desks .... 


Effective Bank Letters 


Bank Letters That Build By Alice A. Kretschmar 
Business 


Effective Bank Letters is the only training service published 
that is likely to improve bank letters. It has for its background 
years of practical experience with bank letter problems as wrestled 
with in all phases, in expert service to metropolitan banks deeming 
it profitable to pay from $50 to $75 a day for individual attention. 
The printed service is available to you in a loose-leaf book (which 
can be circulated in sections), at an investment of only $12. The 
first edition sold for five years at $25 to banks buying from one to 
sixty copies. 


Bank Letters That Build Business is a collection of 


carefully constructed letters, for several years held as confidential 
within the banks served, and since made available with their per- 
mission. It will stimulate effort toward a higher standard in bank 
letter-writing by all who read its wealth of examples in a knowl- 
edge of sound banking practice and sensible solicitation of new 
business. It has received appreciative foreign notice and we quote 
comment from ‘Printers’ Ink’’ of New York: 
‘“‘Here is an unusual letter book inasmuch as the contents are 


made up almost entirely of sample letters, classified according 
to their use. . . . A welcome departure.” 


USE THIS COUPON 


BANKERS PUBLISHING CO., 465 Main St., Cambridge, Mass. 


() Send me EFFECTIVE BANK LETTERS (8%x11, 283 pp.). Check enclosed $12. 


() Send me BANK LETTERS THAT BUILD BUSINESS, (8%x11, 334 pp.). Check en- 
closed $5. If desired on 5 days’ approval check here ( ). 


() Send me both books at your combination rate of $15. 


Address 
THE BANKERS MAGAZINE for April, 1938 





New Banks 


q Oscar L. Cox, liquidator of the Union 
Trust Co., said recently that the 35 per 
cent. dividend to depositors which will 
be paid through the facilities of the new 
Union Bank of Commerce when it 
opens, as provided in the reorganiza- 
tion plan, will amount to $37,958,048. 

As far as is known, this is the largest 
amount of money ever to be released in 
Cleveland on a single occasion. It is 
about twice the amount of the soldiers’ 
bonus payment made in Cuyahoga 
County in 1936, which was $19,171,617. 

All available members of the Union 
Trust liquidating staff are working 
overtime to speed the handling of de- 
tail in order that a definite date for 
the payoff and the opening of the 
Union Bank of Commerce may be an- 
nounced shortly. This is now hoped to 
be early in May. 

By far the greater part of the payoff 
will go to depositors in Greater Cleve- 
land, according to a check on postage 
meter costs when consent forms were 
mailed to all depositors in January. 
This check indicated that 85 per cent. 
of depositors are within the range of 
two-cent postage. 

After payment of this dividend, 
Union Trust Co. depositors will have 
received a total of 80 per cent. of their 
deposits in cash, with 100 per cent. 
received by those with balances of $50 
or less when the bank closed. The re- 
maining 20 per cent. due the larger 
depositors is to be paid in the form of 
five year creditors’ notes of Union 
Properties, Inc. 
gq A new bank, the Camden Trust Co., 
with total resources of $37,000,000 will 
result from the merger of the Camden 
(New Jersey) Safe Deposit and Trust 
Co. and the West Jersey Trust Com- 
pany if plans now formulated are ap- 
proved by the shareholders. All de- 
posits of both institutions will be 
assumed by the Camden Trust Co., 
which is a member of the Federal De- 
posit Insurance Corporation as well as 
the Federal Reserve System. The Re- 
construction Finance Corporation will 
subscribe to $3,500,00 of new capital 
and the FDIC will advance $12,000,000 
to eliminate all unacceptable assets of 
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both existing institutions. The State 
Commissioner of Banking and Insur- 
ance of New Jersey, the Federal Deposit 
Insurance Corporation and the Recon- 
struction Finance Corporation have 
worked jointly with the officers of the 
two banks in developing the merger 
plans. 

The present building of the Camden 
Safe Deposit and Trust Co. at Broadway 
and Market Street will be the head- 


quarters of the new bank. 


Personal 


q Ernest G. Draper, Assistant Secretary 
of Commerce, has been appointed to 
membership on the board of governors 
of the Federal Reserve System by Presi- 
dent Roosevelt to succeed Joseph A. 
Broderick, who resigned last October to 
assume the presidency of the East Side 
Savings Bank of New York City. 

Mr. Draper has been president of the 
American Creosoting Company and 
vice-president and treasurer of Hill 
Brothers Company. 

No opposition is expected in the 
Senate to the appointment of Mr. 
Draper. 


@ New treasurer of the Chicago Fed- 
erated Advertising Club is Chester L. 
Price, manager of the business exten- 
sion department of the City National 
Bank and Trust Company. Mr. Price 
was elected recently at the annual meet- 
ing of the club. 


@ James K. Lochead has been elected 
president of American Trust Company. 
His selection by the board of directors 
to succeed the late Fred T. Elsey ful- 
filled general expectations, since Mr. 
Lochead, as the bank’s senior vice-presi- 
dent, was in close and continuous con- 
tact with Mr. Elsey in administering the 
affairs of the bank. 

C. O. C. Miller was elected chairman 
of the executive committee, a post like- 
wise held by the late Fred T. Elsey. 

Charles Elsey, president of the West- 
ern Pacific Railroad, and J. B. Mc- 
Cargar, vice-president of the William 
G. Irwin Estate Company of San Fran- 
cisco, were elected to the bank’s direc- 
torate. 

Mr. Lochead’s first banking experi- 
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ence was with the Union Trust Company 
of San Francisco in 1919. He joined 
the Mercantile Trust Company in 1921 
as assistant manager of the investment 
department. This bank later became 
American Trust Company. Mr. Loc- 
head became a vice-president of Ameri- 
can Trust Company in 1927 and a di- 
rector in 1929. 

C. O. C. Miller is president of Pacific 
Lighting Corporation. He has been a 
director of American Trust Company 
for many years. His father, Albert 


Miller, was president of the San Fran- 
cisco Savings Union from 1883 until 
1898. The Savings Union was one of 
the principal institutions which origin- 
ally merged to form the basis of the 
present American Trust Company. 


Personnel 


q A combined life insurance and retire- 
ment plan for their employes has been 
adopted by the directors of the Na- 
tional Shawmut Bank of Boston, accord- 
ing to an announcement issued by 
President Walter S. Bucklin. The pro- 
gram is being underwritten by the John 
Hancock Mutual Life Insurance Com- 
pany and the Prudential Insurance 
Company of America. It provides for 
an average retirement annuity of about 
3714 per cent. of the average salary 
after the program went into effect. Ex- 
penses of the plan are being met by con- 
tributions from both the employes and 
the bank with the bank scheduled to 
pay the greater portion for the first 20 
years in order that the employes may 
get insurance benefits for all their years 
of service prior to the adoption of the 
plan. 


@San Francisco’s threatened strike of 
bank employes has proved to be noth- 
ing more than an optimistic windy bluff 
on the part of union officials. The 
strike, which was scheduled for March 
10, was called off and bank officials 
are inclined to view the matter as a 
closed incident. 

Announcements had been made by 
the Bank Employes’ Union that its 
members working in the Anglo Cali- 
fornia National Bank had voted 3 to 1 
to strike. What the union did not an- 
nounce was the percentage of the bank’s 
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employes that were union members. It 
is now estimated that only about 150 
of the bank’s 600 employes belong to 
the union. 

Opinion now is that the union threat 
was only a publicity move to gain 
recognition from the National Labor 
Relations Board of its charges of “un- 
fair practice.” 


q That well-groomed look is what bank 
employes need these days according to 
the bulletin of the West Virginia Bank- 
ers Association. Neat appearing em- 
ployes who meet the public, banks have 
found, increase efficiency and good will. 
On the other hand, carelessness in man- 
ners or dress make it natural for the 
customer to believe that methods may 
likewise be careless. Banking rooms 
should also be kept spotless. 


GA world-wide radio hook-up head- 
lined the program of the second annual 
dinner of the Quarter Century Club of 
the National City Bank of New York. 
Via short wave radio the managers of 
National City’s overseas branches ex- 
tended greeting to the club from its 
members abroad. The Quarter Century 
Club is composed of officers and em- 
ployes of the National City Bank who 
have been with the organization 25 
years or more. 

James H. Perkins, chairman’ of the 
board, presided at the meeting held in 
the Waldorf Astoria, and speeches were 
given by Eric P. Sewnson, a director, 
and William J. Murphy, chairman of 


the club committee. 


GA certificate authorizing the New 
York State Bankers Retirement System 
to commence operations under the pro- 
visions of the state insurance law has 
been issued by Louis H. Pink, Superin- 
tendent of Insurance. The system, which 
was organized by the New York State 
Bankers Association, provides for re- 
tirement pensions at 65, disability al- 
lowances after ten years of service, and 
death benefits for dependents of em- 
ployes who die in service. Funds are 
to be raised by the contribution by em- 
ployes of 4 per cent. of their salaries 
and by the banks of 5 per cent. of their 
payroll. These contributions will be 
invested in securities legal under the 
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laws of New York State for investment 
by life insurance companies . 

Raymond F. Leinen, executive vice- 
president of the Lincoln-Alliance Bank 
and Trust Company, Rochester, will be 
chairman of the board of trustees ad- 
ministering the system. 


Postal Savings 


GA resolution calling for the reduc- 
tion of the Postal Savings rate of in- 
terest to not more than 114 per cent. 
was passed at a recent meeting of 
Groups One and Two of the Alabama 
Bankers Association at Decatur. Gov- 
ernment competition with banks was 
discussed at the joint meeting. 


Public Relations 


q Speaking at the annual Spring Sav- 
ings Conference of the American Bank- 
ers Association in New York, George 
O. Vass, vice-president and cashier of 
the Riggs National Bank at Washing- 
ton, D. C., declared that “every bank, 
whether it chooses or not, must have 
a public relations policy. 


“It has been recognized that banks 
have lagged far behind our public util- 
ity, industrial, and merchandising or- 
ganizations in developing _ scientific 
methods for meeting their public rela- 
tions problems,” he continued. “This 
may be due partly to some impression 
that the attainment of satisfactory re- 
sults in such a program calls for the 
services of a high-salaried public rela- 
tions expert. Constructive customer 
relations, however, with the aid of 
studies now available, offers an ap- 
proach to the problem with reasonable 
promise of success through the use of 
the talent available in all of your banks, 
and with little or no expense. 


“While public relations means more 
than merely building good will for our 
individual institutions, the approach 
through better customer relations in- 
cidentally rewards the bank adopting 
such a policy by attracting to it a fol- 
lowing that has been favorably im- 
pressed by its evident desire to give its 
customers’ efficient and courteous 
service.” 
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Real Estate 


q In an effort to avoid the necessity of 
selling at sacrifice prices and to pre- 
vent the market from being upset, many 
New York State banks have applied 
for an extension of the time premitted 
state chartered banks for the sale of 
properties taken over under foreclosure. 

Under the present banking laws the 
state chartered banks are given five 
years in which to dispose of property 
so acquired. They have, however, the 
right to apply to the State Banking De- 
partment for an extension of this time 
and this is what many banks are now 
doing. 

Realizing that the adoption of a stern 
policy of forcing sales would at this 
time demoralize the market, officials of 
the banking department are granting 
many of these applications. 


G The composite average price of real 
estate bond issues at the end of the first 
two months of 1938 showed no change 
over the average price at the year end, 
remaining at $326, according to the 
current Amott-Baker Realty Bond Price 
Averages, covering 200 selected issues 
of properties in New York, Buffalo, 
Boston, Philadelphia, Pittsburgh and 
other eastern cities. 

The 1.5 per cent. gained in January 
was lost in February due primarily to 
very sharp decreases in several issues. 
Of the 200 issues in the Averages, 63 
advanced in price, 63 remained un- 
changed at the end of the month, and 
74 declined. 


Safe Deposit 


@Some real brain-twister questions 
came up for discussion at the recent 
meeting of the New York Safe Deposit 
Association. James A. McBain, secre- 
tary of the association, mailed a copy 
of the problems to members in advance 
of the meeting. The questions were: 


“1. When a safe is first rented does 
the vault manager acquaint the renter 
with requirements before access is 
granted in the event of death, especially 
with regard to the procedure to be fol- 
lowed to obtain cemetery deeds and in- 
surance policies? Is this any help in 
combating any thought that policies 
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payable to beneficiaries should not be 
kept in safes? 


“2. A and B rent a safe on joint ten- 
ancy contract which provides that either 
may have access and appoint a deputy. 
A has appointed C as deputy. B dies. 
While A is absent from the country, 
B’s accredited executor requests access 
for release of the safe in the presence 
of C without any new confirmation in- 
dicating that C may act for A in such 
a circumstance. Is it in order to per- 
mit access as described? 


“3. B is executor of A’s estate. B 
dies. C is appointed executor of B’s es- 
tate, but no substituted administrator 
for the estate of A is appointed. C al- 
leges that B’s estate is entitled to the 
contents of the safe rented to the estate 
of A since B was residuary legatee. C, 
as executor of B’s estate, is making an 
accounting to the surrogate on the es- 
tate of A and wishes to remove the con- 
tents of the safe rented to A’s estate. 
May this be done and in what way? 

“4. A and B are joint tenants on a 
contract which permits either to have 
access, but does not have the right of 
survivorship clause. A dies. B visits 
the vault and demands access alleging 
that his property is in the safe and he 
must have it. What should be done? 

“5. Three testamentary trustees rent 
a safe directing in writing over their 
three signatures that acess shall be had 
by either one of the trustees acting 
alone. A copy of a will is filed with 
the vault and in the paragraph relating 
to the powers of the trustees, stipula- 
tion is made that in disrcetionary mat- 
ters the assent of the majority of 
trustees shall govern. Shall access be 
permitted to one of the trustees? 


“6. In a safe broken open for non- 
payment of rent is found a sealed en- 
velope, marked ‘Personal, contents the 
property of John Jones.’ Jones not be- 
ing the renter have you the right to 
open this envelope and inventory the 
contents? Suppose you did open the 
envelope and it was found to contain 
valuable property, what disposition 
could ultimately be made of it? 

“7, In order to facilitate inspection 
of a coupon booth and everything in it 
after each occupancy is it advisable to 
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supply the booth only with a minimum 
quantity of envelopes? 

“8. Is it advisable for a bank to rent 
a safe to a customer who has directed 
the bank to receive all mail for him 
including the bill for the renewal of 
safe rent? Suppose the renter dis- 
appears and the bank has no address 
other than its own to send the statutory 
break open notice when the safe is un- 
paid for the period required by stat- 
ute?” 


Savings 


q The payroll deduction system of sav- 
ing is being promoted energetically by 
the Central Savings Bank of New York 
City among business concerns. The 
system calls for regular deductions from 
employes’ pay by paymasters. Em- 
ployes sign cards authorizing deduc- 
tions to suit their individual needs. 

Companies are furnished by the bank 
with forms in triplicate on which the 
records are kept. Two of these are sent 
to the bank with the deposits and the 
third is kept by the paymaster for the 
company’s records. 

Central Savings lists 35 large con- 
cerns which have the plan in operation. 
Among them are: Brown Wheelock, 
Harris Stevens, Inc., Great American 
Insurance Co., Home Insurance Co., 
International Paper Co., National Cash 
Register Co. and Travelers Insurance 
Co. 


@ Savings banks have strong competi- 
tion with which to contend in the shape 
of the baby bonds of the Treasury and 
the Federal Savings and Loan Associa- 
tions. However, pointed out Dr. Mar- 
cus Nadler, professor of finance at New 
York University in a recent address be- 
fore the Spring Savings Conefrence of 
the American Bankers Association, the 
savings banks themselves, despite their 
low interest rate, are in a very strong 
competitive position. He said: “In the 
first place, the savings banks today are 
paying 2 per cent. interest on what are 
legally time deposits, but what are in 
practice equivalent to demand deposits. 
When one takes into consideration the 
fact that holders of baby bonds receive 
no interest if they cash their bonds dur- 
ing the first year and only partial in- 
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terest in the second year, one can read- 
ily see that the savings banks offer a 
better investment for those people who 
are not sure whether they shall have to 
cash their bonds within three or four 
years. Furthermore, the bonds are sold 
on a discount basis, whereas savings 
banks are paying interest semi-annually 
which can be withdrawn by the de- 
positor to meet his small needs.” 


q To help the depositor to make sys- 
tematic savings is the object of a new 
plan being put into use by the Mont- 
clair (New Jersey) Savings Bank. Spe- 
cial pass books have been designed pro- 
viding entry space for one regular 
deposit of the same amount each month 
for a period ranging from one to ten 
years. Accounts may be opened on 
schedules of payments of $2 to $100 a 
month. Depositors may borrow on 
their pass books and may withdraw the 
whole of their accounts, but not part 
of them. 


The plan is the Security Monthly 
Thrift Plan supplied by the Security 
Thrift Supplies Corporation of Newark. 


q Representatives of 15,000,000 de- 
positors in mutual savings banks, hold- 
ing more than $10,000,000,000 of de- 
posits, will meet in New York, on May 
4, 5 and 6, to discuss the outlook for 
savings. The three-day conference will 
bring together officials and trustees of 
mutual institutions operating in seven- 
teen states. About 1000 delegates are 
expected to attend this conference of 
the National Association of Mutual 
Savings Banks. 

Among the speakers announced are 
Edwin W. Kemmerer, professor of eco- 
nomics and director of the Bureau of 
International Finance, Princeton Uni- 
versity; General Hugh S. Johnson, the 
speaker of the evening at the banquet, 
May 5, who will talk on the general 
economic and political outlook from 
the point of view of one who is, or has 
been, both inside and outside of Wash- 
ington; M. S. Szymezak, member of the 
Board of Governors of the Federal Re- 
serve System, who will discuss what 
the Federal Reserve means to banking, 
and John H. Fahey, chairman of the 
Federal Home Loan Bank Board and 


chairman of the board of directors of 
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the Home Owners’ Loan Corporation, 
who will address the conference on the 
new trend in the mortgage field during 
recent significant years. 


q The distinguishing characteristics of 
Federal Savings and Loan Associations 
and the points of difference between 
them and banks are explained in a leaf- 
let issued by the Savings Division of 
the American Bankers Association. The 
savings and loan institutions, it is 
pointed out, do not receive deposits. 
They have only share accounts which 
pay dividends to the investor, not in- 
terest. Insurance provisions are also 
different for the two types of institu- 
tions. The savings and loan investor 
is only guaranteed 10 per cent. in cash, 
the rest being in non-interest-bearing 
debentures due in from one to three 
years, 


Trust Department 


g A summary of the recommendations 
of speakers at the symposium on trust 
costs and charges held recently at the 
Waldorf-Astoria Hotel has been made 
by Gilbert T. Stephenson, director of 
the trust research department of the 
American Institute of Banking Graduate 
School of Banking at Rutgers Univer- 
sity. The summary is as follows: 


I. Suggested Bases of Compensation 
for Trustees—Louis W. Fischer. 

1. That fees be based on activity of 
the trust, subject to a specified mini- 
mum. 

2. That the minimum fee be based 
upon principal. 

3. That all fees be apportioned equi- 
tably between principal and income, in 
the discretion of the trustee. 

4. That a cost analysis be made by 
the representative trust institutions and 
composite cost figures compiled by an 
independent analyst for each community 
where the number of trust institutions 
warrants. 

II. Suggested Bases of Compensation 
for Executors—John S. Brayton. 


1.. That any change in executors’ fees 
include those of the trustees under will. 
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2. That trust institutions present 
their case for adequate compensation to 
the public and the courts. 

3. That before they go to the public 
or the courts, they have correct costs 
and a complete plan. 

4, That they base their compensation 
upon (a) the cost, (b) the responsi- 
bility, (c) the risk, (d) the value of 
service to the customer, and (e) a fair 
profit to the trust institution. 


III. Cost Analysis of Trust Depart- 
ments—William J. Weig. 

1. That the rent charge be based on 
a fair return on the investment in the 
building. 

2. That 15 per cent. of the trust de- 
partment’s expenses be added for over- 
head. 

3. That the cost analysis be continued 
year after year. 

4. That every trust department, small 
or large, install a cost analysis system. 


V. Maintenance of Adequate Fees— 
W. Elbridge Brown. 

1. That part of the trustee’s fees be 
based on and taken out of principal. 

2. That the trust fees in any com- 
petitive community be uniform. 

3. That special charges be made for 
serving unproductive property and for 
unusual activities. 

4. That fees not be reduced by the 
appointment of a co-executor or co- 
trustee. 

5. That an effort be made to bring 
inadequate fees in old accounts up to 
standard. 

6. That cost analysis precede any ef- 
fort to prescribe or maintain adequate 
fees. 


VI. Maintenance of Adequate Fees— 
W. H. Bloor. 

1. That the portion of the fee based 
upon responsibility and risk be set 
aside as a reserve fund. 

2. That the trust institution know its 
costs. 

3. That standard fees not be cut. 

4. That proffered new business be ex- 
amined for its profitableness. 
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5. That living trusts contain a pro- 
vision for adjustment of fees or right 
of trustee to resign. 

6. That a portion of the fee be based 
on principal. 

7. That information on fees be given 
to the customer directly, promptly, and 
with assurance. 

8. That trust men keep up with cur- 
rent developments as to fees. 

9. That inadequate fees in old ac- 
counts be brought up to standard. 


VII. Conclusion of Symposium. 


1. That every trust department, small 
or large, face the facts at least to the 
extent of making a_ cost-analysis to 
show whether or not the trust depart- 
ment as a whole is paying. 

2. That every trust association adopt 
a uniform schedule of fees at least as 
high as those recommended by the com- 
mittee on costs and charges. 

3. That every trust institution quote 
the schedules to which it subscribes di- 
rectly, promptly and confidently and 
live up to them consistently. 

4. That the policies and practices of 
these trust institutions that are operat- 
ing their personal trust business at a 
reasonable and satisfactory profit, with 
their permission, be made the subject 
of special study. 


© 


WHAT EVEN FOOLS SHOULD 
KNOW 


Any fool ought to know that one ac- 
complishes nothing worth while by a 


campaign of abuse. If any of our po- 
litical leaders are searching for some 
principle which will rally support and 
which may help to bring about “better 
times,” they might well read Lincoln’s 
Gettysburg address, with its words 
“malice toward none”; recall Grant’s 
phrase, “Let us have peace”; apply the 
principle expressed in the Golden Rule, 
and reiterate from the house-tops that 
the happiness of our people depends 
upon a spirit of friendly coéperation— 
and not the spirit of enmity.—George 
H. Hyslop, M. D., in N. Y. Herald 
Tribune. 
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GENERAL MOTORS AND 
EMPLOYMENT 


“To increase wages, at the same time 
to maintain, or still better, to reduce 
selling prices, is the true road to more 
things for more people—to a higher 
standard of living,” said Alfred P. 
Sloan, Jr., chairman of General Motors 
Corporation, in a recent statement sent 
to the stockholders. 


General Motors has done just this, 
maintains Mr. Sloan. In the last twelve 
years the wages of G. M. employes have 
risen 18 per cent. while the prices per 
pound of their cars have dropped 45 
per cent. The employment of the work- 
ers has been made as continuous as 
possible, Mr. Sloan says, by the creation 
of a revolving fund of $60,000,000 for 
the purpose of building up inventory in 
periods of low seasonal consumer de- 
mand. But unfortunately the workers’ 
incomes have been cut this year by the 
strikes and the recession. 


LABOR DISPUTES FROM A 
GERMAN VIEWPOINT 


It is surely clear as can be that when 
national economic conditions are on the 
verge of a precipice they can only be 
saved from disaster if labor disputes 
are ruled out—Dr. Paul Osthold, in 
Lloyds Bank Review. 


TWO ASPECTS OF THE MONEY 


PROBLEM 


It has been wisely said that money will 
do a lot for people. Undoubtedly true, 
but still not as much as people will do 
for money.—Christian Science Monitor. 


RESULT OF RINGING THE BELL 


A BANK inspector was visiting a coun- 
try branch, and having found everything 
in order, was giving the cash a last 
look round when he noticed the alarm 


bell under the counter. Despite the as- 
surances of the cashier that it was ac- 


tually in good working order, nothing 
would satisfy him but to ring it—which 
he accordingly did. Three minutes later 
there. appeared in the doorway the 
waiter from the “local” bearing a 
couple of glasses of beer on a tray!— 
London Evening News. 


“HIGHER WAGES 
WORK” 


THE standard of living of the nation is 
the outcome of its total production; in 
other words, the value of every wage 
and salary corresponds to the volume 
of goods produced as a result of the 
work performed. This is a very un- 
popular doctrine in a time resounding 
with cries such as “higher wages and 


less work.”—Chancellor Adolf Hitler. 
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AND LESS 


UNEMPLOYMENT, as existing in Canada 
is thus contrasted with that in the United 
States, by the Royal Bank of Canada. 


Only in the year 1929 did the absolute 
volume of industrial employment in Canada 
exceed the level maintained in the second 
half of 1937. On December 1, 1937, the 
index of employment was at a higher level 
than in the: corresponding month of any 
previous year. 

In this respect, then, there is a marked 
contrast between the situation in Canada 
und in the United States. In Canada, the 
average number of industrially employed 
during the latter half of 1937 was about 
20 per cent. above the corresponding months 
of 1926, the relatively prosperous base year 
of our statistics. In the United States em- 
ployment was at about the same level as 
it was from 1923 to 1925, the base period 
for such calculations in the United States. 
Moreover, the sharp decline which has taken 
place in employment in the United States 
during the period subsequent to the last 
month for which their statistical index is 
available has again made this one of the 
greatest individual problems confronted by 
the United States. If Canada should have 
the good fortune to be able to maintain 
employment at a level proportionately as 
high as that experienced in recent months 
it could ve said that unemployment had 
ceased to be a major problem in this coun- 
try. 
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